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PREFACE 


This is the final report of a major research project on the role of the private rental sector 
conducted by the Institute as its national project for 1983 under Project 70: Affordable and 
Available Housing. 

In May 1983 the Institute let a contract for the project to be researched by Mr C.T. Paris, 
Research Fellow in the Urban Research Unit at the Australian National University. The Project 
has been conducted under the supervision of a Steering Committee under the chairmanship of 
Mr Robert Annells, who was then Assistant Director of the Tasmanian Housing Commission. 
Other members of the committee were: 


Dr Clive Forster, Senior Lecturer in Geography 
The Flinders University of South Australia 

Mr John Hickey, National Mutual, Melbourne 

Mr Eugene Kneebone, Victorian Housing Ministry 
Mr Doug March, Core Consultants, Melbourne 
Dr Robert Stimson, Director of AIUS 


Whilst this report is substantially the work of Mr Chris Paris, the project researcher, included 
also are contributions from the Project Steering Committee, and Dr Hal Kendig, Ms Judy 
Nicholson and Ms Phillipa Weeks from the Australian National University. 

An edited version of the Project steering Committee’s policy recommendations, formulated in 
association with Mr Paris, is set out in Chapter 1. Judy Nicholson and Phillipa Weeks’ 
comprehensive review of landlord-tenant law in Australia (Chapter 5) was especially 
commissioned for Project 70, and provided an invaluable framework for evaluating the impact of 
law on private rental housing. Chapter 7 represents a revised version of a paper given by Dr 
Kendig at the 1982 AIUS Annual Conference: it deals with background questions of demand for 
rental accommodation in Australia. 

AIUS was committed to underwrite this project in the belief that it was an area of high priority 
in housing research. It sought to offset the costs of conducting the study through fund raising. 
The Institute is delighted with the level of funding support the project has attracted. In 
particular, it wishes to acknowledge a grant of $10,000 from the Australian Housing Research 
Council. 

The Institute wishes to acknowledge the donations from the following organisations in 
contributing to the costs of underwriting this study: 


Department of Environment and Planning, NSW $5,000 
Land Commission, New South Wales $2.000 
Housing Division, Tasmania $1,000 
West Australian Trustees Limited $500 
Tasmanian Division raised a total of $850 from the following: 
Hank Petrusma Real Estate Tasmanian Permanent Building Society 
L.J. Hooker (Tas) Ltd. City of Glenorchy 
Victorian Division raised amounts varying from $50 to $200 from the following: 
Atico Pty Ltd/TWM Pty Ltd City of Malvern 
Simon A Conquest Pty Ltd City of Melbourne 
National Australia Bank City of Mordialloc 
RG Woodward Pry Ltd City of Northcote 
City of Box Hill City of Port Melbourne 
City of Broadmeadows City of Prahran 
City of Brunswick City of Ringwood 
City of Chelsea City of Waverley 
City of Fitzroy Shire of Euroa 
City of Geelong West City of Doncaster and Templestowe 


City of Hawthorn 
The Institute absolves all donors from any responsibility for the views and recommendations 
expressed in this report and in any other publications that come out of the project. 


R.J. Stimson 
Director, AIUS 
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CHAPTER 1 


Implications for Policy 


Project 70 Steering Committee 


Background to the Study 


For some years there has been growing concern among practitioners in the field of urban 
studies over the problems faced by the tenants and providers of private rental housing in 
Australia. Many claims have been made, often unsubstantiated by hard data, concerning the 
types of households that are caught in the private rental market and the difficulties faced by 
financiers, developers and landlords in providing an adequate and appropriate level of supply 
and mix of dwelling types in this sector of the housing market. There has been relatively little 
substantive research into the nature and problems of the private rental sector in the Australian 
housing market and the role it is likely to need to fulfil in the short and long terms. 

The Federal Labor Government’s party policy on housing notes that ‘ . . renters have become 
the forgotten people in the housing debate. In the context of private rentals, this clearly refers to 
low-income renters who receive no assistance and also to the general exclusion of private renting 
from the considerable range of housing subsidies available in Australia to home owners and 
public tenants. 

For too long governments have seen the solution to the problems concerning private tenants as 
being to hurry them through this sector of the market, either forward to home ownership or back 
to public tenancy. This is a simplistic view of the private rental sector. The roles of private 
renting include it being a staging post for many households at different stages of the life cycle, a 
locus (usually temporary) for spatially mobile households, as the only option for some low- 
income households, and as the discretionary choice tenure and life-style for some households 
who could afford to purchase. 

It is fair to claim that there will never be the capacity in either the home ownership or public 
tenancy sectors to cope adequately with the estimated 20 per cent of the population that is 
always likely to be in need of private rental housing. 

While the percentage of dwellings in Australia allocated for private rental has remained 
reasonably constant over the past 15 years (a little over 20 per cent), the fact is that vacancy rates 
have been steadily dropping in many cities, to the extent that they are now roughly half what the 
Real Estate Institute believes is an acceptable level of 3 to 4 per cent. 

It might be claimed that the problem is one that could readily be overcome by an increase in 
provision of public rental housing. However, the growing waiting lists for this sector indicate 
that public housing allocations in the foreseeable future will increasingly go to households which 
can be regarded as true welfare-housing recipients. Thus, it is naive to look at the public housing 
sector on its own to solve the problems created for many low-income earners by an inadequate 
and inequitable private rental sector. 

Equally, home ownership can never be a realisable goal for all categories of households in the 
private rental sector. Quite simply, some categories of private renters will never be able to afford 
home ownership. The difficulty of lack of mobility associated with home ownership is a further 
factor that should not be overlooked, particularly in these times when high mobility is often 
necessary for those seeking employment. There are also many households for which home 
ownership is not a desirable alternative according to their own preferences. 

There is a belief held by some that there has been a decline in the position of the private 
landlord and that investors and potential investors in private rental housing are not as inclined to 
invest to the extent that they were in the past. Adherents of this view are likely to suggest that 
there is a desperate need for the re-emergence of a strong private rental market if it is to retain its 
place in the total housing market. The question of investment and disinvestment in private 
rental housing is indeed a complex one which requires detailed analysis. It may be that where 
landlords are disinvesting it is to pursue other more profitable investment options. Such 
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disinvestment may be to owner occupiers, and in some areas be manifested as gentrification. In 
such cases the problem is for excluded tenants. 

Others see the problem as one of demand increasing faster than supply. The households 
generating the greatest demand for private rental housing are: young people, single parents, 
couples without dependants, and the aged. Many among these households also tend to have 
lower incomes than average, and some experience difficulty in translating their housing needs 
into an effective demand. 

Compounding the problem is the fact that the households providing the increase in demand 
are those households that are growing at a faster rate than other households in the community. In 
particular, single person and single parent households are growing at a rate much greater than 
households consisting of a married couple and children. 


Need for Policy Initiatives 


Whichever of the above propositions is proved to be correct, the Institute believes that action 
is needed at all levels of government to formulate policies and initiate strategies that will 
encourage the re-emergence of a viable rental housing sector. Policies are required that will 
ensure a level of provision and a mix of dwelling types in the private rental sector which makes it 
affordable and available to those categories of households which require rental accommodation. 
In particular there is the problem of adequate levels of provision for the poor ‘residual’ renters. 

According to the recent Victorian study by Core Consultants and Wilson Sayer, undertaken on 
behalf of the Victorian Ministry for Housing, the key factors affecting the rate of growth in the 
supply of private rental housing over the past decade are: 
trends in the rate of growth in capital gains and locational aspects of such gains; 
taxation policies; 
the attractiveness of alternative investment opportunities; 
the current and expected rental income; 
the cost and availability of finance; 
confidence in the economy generally; and 
town planning controls. 


Capital gains and the taxation benefits attached to rental housing investment are perceived by 
investors as being the key advantages of investment in rental housing. Levels of rental return are 
perceived to have much less importance than the securing of longer-term capital gains. 

Concerning demand, it is clearly evident from the AIUS study that a major area for policy 
development relates to those disadvantaged households which are trapped in private rental 
housing and, being outside the public rental housing sector, are ineligible for rental relief or 
subsidy. Their numbers can be expected to continue to increase well beyond the estimated one- 
quarter of a million households with incomes of less than $200 per week in 1981-82. It is 
difficult to envisage a public housing program being developed at a magnitude sufficient to solve 
the problem of this ‘residual’ set of private renters. Nor is it possible to consider it the role of the 
private sector to provide low-cost housing at affordable levels for those households without 
public subsidy to ensure an appropriate return on capital investment in new rental housing. 


General Philosophical Principles for a Rental Housing Policy 


The Institute has attempted to consider the above complex factors in formulating policy 
recommendations concerning the rental sector. In so doing it recognizes the following general 
philosophical principles as being important considerations in the development of rental housing 
policies. 

Housing policies in Australia need to be framed within the context of cognisance of the 
existence of vastly different state and regional housing markets which will have crucial effects on 
the impact and viability of policies. 

There are problems inherent in developing a ‘single’ policy for any sector of the housing 
market because of diversity within each sector, both regionally and in terms of characteristics of 
households. Thus, there is a need for a ‘policy mix’ which will comprise differing elements in 
varying combinations in different places and for different sub-groups of households within 
specific tenancy categories. 
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It is imperative that housing policy objectives are clearly defined in terms of their 
distributional effects before their details of implementation and management are put into effect. 
It is important to ensure that the target groups of households within the various tenancy 
categories at which policies are directed, do, in fact, become the recipients of the benefits. 

It is necessary that appropriate technical analyses be conducted to monitor change through the 
implementation of housing policies, that policies be evaluated as to their effectiveness, and that 
policies be amended accordingly to ensure that local conditions in housing markets and 
exogenous forces do not have outcomes that are contrary to the objectives of those policies. 

It needs to be recognised that the capacity for housing policy development and 
implementation in Australia varies considerably between levels of government. There is a high 
probability of conflict between Federal and State Governments which arise from different 
political parties having different philosophies. This renders it difficult for housing policies and 
their implementation not to become a ‘political football’. 

Housing policies need to have a public commitment if they are to achieve their stated 
objectives. This requires the governments involved to give those policies appropriate fiscal, 
statutory and managerial support. Housing policies which comprise verbal commitment to 
action, but which are supported inadequately with resources, might be worse than having a 
policy of doing nothing, especially if the opponents of a policy and their capacity for action 
remains unchanged. 

It is time that housing policies in Australia were developed within a broader context of social 
welfare and income maintenance policies. 

An inherent principle in developing policies should be a clear specification of the 
distributional intentions of such policies and a precise definition of the household groups at 
which they are directed. 


The Need for Private Rental Housing Policies 


To date housing policy in Australia has neglected almost entirely the role of the private rental 
sector and its problems, despite the fact that some 935,500 households, representing about 20 
per cent of the Australian total, are in this category of tenure. Within the private rental sector 
there is a wide variety of household types with respect to socio-economic characteristics, type of 
dwelling occupied, type of tenant, and geographical location. 

On the basis of the 1981 Census, approximately 240,000 Australian households were private 
renters receiving household incomes of less that $193 per week, and paying at least 20 per cent 
of gross income in rent. These represented some 5 per cent of all households, which was about 
the same proportion as tenants of public housing authorities. A disproportionate number were 
single-parent and female-head households. This disadvantaged group of ‘residual’ renters is 
greater in number by approximately 80,000 households than those public tenant households 
which receive rent reductions, and their circumstances are such that they would qualify for this 
assistance if they were public tenants. 

Thus, there was a considerable ‘residual group’ of private renters for whom home ownership is 
certainly out of the question in the short term, and most probably in the long term. Because of 
the increasing majority of ‘welfare’ households in public rental housing, the probability is low 
for a substantial increase of low-income and disadvantaged private renters gaining access to 
public rental housing in the foreseeable future. The ‘residual’ renters are the losers from current 
housing policies and assistance schemes which are largely targeted to home ownership. 

With the doubling of unemployment since 1981, and the remaining uncertainty about 
sustained recovery of the Australian economy, the number of ‘residual’ low-income 
disadvantaged private renters, who are locked into this segment of the housing market, is likely 
to have increased. 

There is a clearly demonstrable need for housing policies to be developed and implemented 
which have the objective of assisting target populations within this ‘residual’ group of private 
renters. 

Policies designed to assist landlords and investors in the provision of private rental housing are 
unlikely to assist significantly the disadvantaged ‘residual’ renters, unless specific safeguards are 
incorporated to ensure the allocation of affordable housing to those groups. Without such 
safeguards, governments would be subsidising landlords and investors to provide rental housing 
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for groups of tenants who are not disadvantaged. If government policies are concerned with 
addressing distributional inequities, there is an obvious high priority for initiation of policies 
which address the problem of the disadvantaged ‘residual’ group of private renters who have 
been overlooked as recipients of the benefits of policies to date. 


Investor-Oriented Policies 


There are no compelling reasons for supposing that incentives to investors would immediately 
lead to the provision of more affordable rental housing for disadvantaged ‘residual’ renters. 
Nevertheless, if demand continues to escalate across the market range, increases in supply will be 
essential to maintain price equilibrium, and increased government activity to achieve this end 
will need to be carefully considered. 

The attraction of capital gains, combined with the taxation benefits of rental housing 
investment, are the most important influences on investors’ decisions. It is in these areas where 
government action must be targeted, particularly as investors recently have not been attracted to 
the private rental housing market because of high interest rates and uncertain levels of capital 
gain. Furthermore, there are many high-yield, hassle-free, alternative investment opportunities. 
While profitable investment is currently possible in some sectors of the rental housing market, 
this is unlikely to provide affordable housing for disadvantaged ‘residual’ renters. 

Existing evidence suggests that incentives for investors would largely lead to increased 
investment in existing dwelling stock for private rental but not in construction of new rental 
housing. It is highly likely that conversion to owner-occupancy would be fairly rapid. The most 
likely outcome would be an increase in consumer costs overall. Also, there is likely to be little, if 
any, net gain in total rental dwelling stock. Thus, it is essential that any investor-oriented policies 
be clearly oriented to investment in the construction of new rental units and/or the conversion of 
existing single-dwelling units to multiple-dwelling units. Taxation incentives for investment in 
newly constructed rental housing should lead to an increase in the rental stock, but, unless they 
are tightly controlled, they would have no readily apparent effect on providing additional 
housing affordable to disadvantaged ‘residual’ renters. 

One scheme tried with success overseas involved the provision of low-cost capital by 
governments to developers prepared to construct new rental accommodation on the basis that 
rent levels, allocations and short-term resale were subject to government control and/or 
direction. The potential of this sort of government initiative should be carefully evaluated. 

Investor-incentive policies involving differential tax concessions or depreciation allowance 
would need to be at levels sufficiently high so as to ensure an adequate return on capital over a 
reasonable time scale which could be sustained through revenues generated from affordable levels 
of rent. 

On balance, the potential inherent in investor-incentive policies should not be overrated in 
terms of their capacity to provide additional affordable housing for the ‘residual’ renter. Such 
policies may be more appropriate and justified if other objectives are sought, such as stimulating 
building and construction activity, and seeking to increase rental housing supply in the short 
term in the middle and upper segments of the market, especially in areas of cities such as the 
middle and outer suburbs where there are instances of shortages in supply. 


Alternative Investment Approaches 


The potential for attracting significant investment by institutional investors, including those 
constrained by legislation, should not be ignored, though neither should it be overrated. The 
recent initiative of the Victorian Government, in legislating to remove restrictions on building 
societies to enable them to lend higher amounts for private rental developments, is an 
enlightened move in this area. 

Potential does exist for certain categories of trustee investors to be required to redirect a 
proportion of their available funds from government securities towards specified housing-related 
investment areas. One possibility for this investment would be a government-backed National 
Co-Operative Housing Bank set up to fund co-operative housing schemes throughout Australia. 
There would be a need for a relatively high degree of government supervision and direction, but 
the indications are that whilst the funds are available they are, at present, directed towards non- 
specific government investments such as bonds. (Such an organisation could look to the 
Housing Corporation in the UK as a possible model.) 
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Local government should also be encouraged to tap its historical sources of capital for use in 
housing initiatives, perhaps in joint projects with community-based groups. 


Rental Subsidy Schemes 


Rental subsidy is a vexed question. Subsidies make more sense if narrowly targeted and if 
recipient renting households are virtually unidentifiable, otherwise they are almost certain to 
flow on to landlords via rent increases, and thus not increasing tenants’ disposable net income. 
Where there are relatively high vacancy rates and limited rent pressure, however, such subsidies 
could help a specific target group without inflating rents. There is, unfortunately, no reason to 
believe that rental subsidies would lead to additional supply of rental housing. 

Rental subsidy schemes usually will not assist disadvantaged ‘residual’ renters without rent 
regulations. This would require close co-operation between Commonwealth and State 
Governments. However, increased regulation through legislation, particularly covering rental 
arrangements, would encourage disinvestment from the private rental market. 

There exists glaring inequity in present arrangements whereby public housing tenants have 
access to rental subsidies through rebate schemes, while similarly disadvantaged private renters 
have no equivalent opportunity to receive this form of income maintenance. Thus, 
disadvantaged ‘residual’ private renters should be a priority target group for the Commonwealth 
Government in accepting responsibility for income maintenance. 

The Mortgage and Rent Relief Scheme, introduced in 1982, must be regarded as having been 
badly conceived, poorly managed, and inadequately funded, even though it has provided 
marginal short-term benefit for some private renters. It has had no long-term impact in 
addressing the problems of the disadvantaged ‘residual’ renters. It should be abandoned as a 
blue-print for rent relief policies directed to disadvantaged groups. 

If rent relief or subsidy policies are to be seriously pursued the magnitude of costs for 
governments would be considerable. Based on an analysis of 1981 data, the cost of reducing 
tenants’ expenditure on rent to 20 per cent of gross income would be $300M per annum if 
targeted at households with incomes of up to $423 per week, and $193M per annum if targeted 
at households with incomes of up to $192 per week. 

It is of particular significance to note that the net expected savings to the Federal Government 
of replacing universal mortgage tax deductibility with the first home buyers’ assistance scheme, 
will amount to an estimated $300M in a full year, i.e. the same amount as would be required to 
extend the ‘safety net’ of rent rebates to many private tenants throughout Australia. 


Alternative Provisions 


An innovative measure yet to be explored fully in Australia is the concept of head leasing by 
public housing authorities of private accommodation on behalf of disadvantaged renters. While 
such schemes would ideally be voluntary, the potential to utilize compulsory powers to 
guarantee the tenancies and limit rent to market levels should not be ignored. 

No doubt, in some quarters, there would be opposition to head leasing on management and, 
perhaps, financial grounds. In some States there are legal difficulties to be overcome. 
Nevertheless, given the magnitude of the unsatisfied need for low-cost rental housing, this 
method appears to present a significant opportunity for housing authorities to widen the scope 
of assistance provided, although this would be at an increased rental subsidy cost. 

The potential arising from community-based self-help schemes also must be fully explored 
and granted increased government financial assistance. Co-operatives and other forms of tenant 
self-management exhibit potential for a limited number of currently disadvantaged ‘residual’ 
renters to achieve housing equity. 

To date Australia is singularly lacking in policies encouraging and facilitating experimental 
housing finance provision and management. Small-scale demonstration projects at carefully 
chosen locations and aimed at specifically targeted households, need to be initiated through 
government and joint public-private funding. Thorough evaluation of such educational 
experiments in new housing policies would need to occur. 


Planning and Development Controls 


There is no doubt that some local governments have revised planning and development 
controls and building standard regulations and used them as mechanisms to achieve exclusionary 
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zoning in response to local pressures to prevent multiple-unit construction, and to exclude 
renting households from specific areas for purposes of retaining and reinforcing privileged 
residential environments. 

There is also evidence that local governments have exercised these powers to encourage the 
conversion of existing rental units to strata-title units and to ensure that new multiple-unit 
construction is strata-titled. 

While local governments can influence the geographic distribution of private rental 
accommodation through the exercise of planning and development controls, there is insufficient 
evidence to suggest that such mechanisms could be used to have any significant influence on the 
level of investment in new multiple-unit rental accommodation, particularly in the provision of 
affordable housing for disadvantaged ‘residual’ renters. 


Landlord-Tenant Law 


There is considerable diversity among the States regarding the legal relationships between 
landlords and tenants. There remains an urgent need for updating the law in some States and for 
systematic reform in others. The law is particularly anachronistic in Western Australia and 
Tasmania. It is unclear why legistlative reform has been delayed for so long in New South Wales. 
A national review of landlord-tenant law should be instituted as soon as possible. 

The fact remains, however, that the recent Victorian study has concluded that there is little 
potential to increase supply through the mechanism of Tenancy Law Reform. This study 
demonstrated that even a high level of uncertainty over the future of Tenancy Law Reform in 
that State appeared to be having little impact on the attitude of potential investors in the private 
rental market. 


Data Definitions and Requirements 


Australia has inadequate and incomplete data sets for monitoring trends in the private rental 
housing sector. Existing data are collected irregularly, are often incompatible, and are collected 
for specific purposes. It is not possible to use time-series data that are accurate, within stated 
ranges of error, on basic phenomenon such as levels of rent, characteristics of tenants and 
vacancy rates. All one can do at present is make educated ‘guestimates’ about happenings in this 
sector. 

There is a need for the provision of public data sets, collected with rigorous sampling 
methods, on the characteristics of households and trends in the various housing sub-markets in 
Australia. This should be conducted on a national basis to generate regular time-series data on 
variables such as: type of dwelling and type of tenancy; level of rent and mortgage repayment; 
level and time scale of mortgage indebtedness; investment in housing other than that occupied 
by household members; demographic characteristics and economic circumstances of households 
by type of tenancy; of duration of current dwelling tenure; and past housing type and tenure. 


The Problem Restated 


There are slightly more households in Australia that are poor tenants in private rental housing 
than there are tenants of public housing authorities. There are some 80,000 more disadvantaged 
‘residual’ private renters paying over 20 per cent of gross household income as rent than there 
are public housing authority households which are eligible for rent reductions. There were some 
56,000 households in Australia in 1981 which were private renters with gross household 
incomes under $115 per week and were paying over 35 per cent of their income in rent. These 
data indicate the magnitude of the ‘base-line’ problem of disadvantaged ‘residual’ private renters 
in Australia. 

There are effectively no government policy initiatives that have been aimed at the 
disadvantaged ‘residual’ renter, and many policy initiatives directed at home ownership have 
been harmful to this group. In addition, the basic operation of the housing market is detrimental 
to these housing consumers. 

Assistance measures that can be developed and targeted to the ‘residual’ renter are: 

(a) extremely expensive, at least initially; 
(b) complex to manage; and 
(c) inevitably, politically distasteful. 
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The most attractive solutions to the problem of the disadvantaged ‘residual’ renters would 
require: 
(a) Significant increase in emphasis on public rental (but the scale required would need to 
double existing public housing authority stocks); and 
(b) Commitment by the Commonwealth Government to income maintenance for all Australians 
(note again the magnitude of expenditure, and management problems). 


What are the Broad Policy Options? 


Housing policy development and implementation by governments, both State and 
Commonwealth, inevitably will reflect political priorities and basic philosophies of the majority 
parties of the day. Basically, housing policies will reflect the choice that governments make in 
the typical trade-off situation between, on the one hand, pursuing social justice solutions (in 
which scarce resources are directed to the most needy target groups) while, on the other hand, 
directing resources towards target groups to gain political pay-offs. This is stating the problem 
crudely, but realistically. 


In the context of private rental housing new policies developed by governments should be 
framed to achieve desired distributional outcomes. At a specific level, there is a need for 
differential strengthening of individual State capacities under the Commonwealth-State Housing 
Agreement. These should include: 


(a) More capital fund provision, of at least double the level proposed in the 1983/4 Budget by 
the Commonwealth Labor Government, thus increasing the base guarantee from $200M to 
$1,000M with an incremented annual increase over five years sufficient to achieve at least an 
80 per cent increase in public rental housing. This would double, at least, the housing efforts 
of the public housing authorities, but would not solve the problem, particularly as it would 
effectively increase the rate at which the States were accepting responsibility, through their 
rebate schemes, for what is fundamentally an income-maintenance responsibility of the 
Commonwealth; 

(b) Provision of revenue funds to enable head-leasing schemes to be implemented by the States 
under provisions separate from the tax sharing arrangements, so that these funds are made 
housing-specific; 

(c) Provision of positive incentives for the States to implement innovative practices involving 
housing co-operatives and other community-based initiatives; 

(d) Provision of revenue funds to the non-government sector to cover administrative costs of the 
support networks that exist, or need to be developed, to implement co-operative housing and 
other new initiatives; 

(e) State governments should follow the examples of New South Wales and combine, if not the 
administration, then at least the co-ordination of allocation, of all public owned housing 
stock to maximise the potential to provide housing opportunities for low-income renters. 
Increased efforts to include the often significant, but under-utilized stock under the control 
of local and semi-government authorities should be afforded a high priority; 

(f) Carefully assess the impact of abandoning market rent policies in public housing, and 
developing arrangements which lead towards cost rents aimed at achieving a more equitable, 
if not necessarily cheaper, structure of public sector rents; 

(g) Implement in the long run a policy of ‘tenure neutrality’ so that economically disadvantaged 
households receive rental assistance irrespective of their tenure being in the public or private 
rental sectors. 


If short-term reduction of inequalities is to be the objective of housing policies, then the 
following are worthy of consideration: 


(a) The Commonwealth Government could gradually decrease the wide and expensive range of 
home-ownership assistance measures in favour of subsidies being directed to the private 
rental sectors’ disadvantaged ‘residual’ renters. The eventual withdrawal from subsidising 
home purchasers could be achieved by non-indexation of current subsidies, thus permitting 
inflation to reduce the cost to the community of subsidising this relatively less disadvantaged 
sector of the housing market; 
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(b) The Commonwealth Government should introduce as a matter of urgency a program of 
rental subsidies to targeted disadvantaged ‘residual’ private renters, the allocation being made 
on the same basis of eligibility as applies to public housing tenants in gaining rent reduction 
under current arrangements with state public housing authorities. At the same time State 
Governments would need to introduce mechanisms to regulate rents to private tenants 
eligible to be recipients of the rental subsidy. 


If stimulation of building and construction activity is an objective of housing policies, then 
the Commonwealth Government could consider the introduction of a capital gains tax and 
depreciation allowance for investors in new private rental housing, which, given the need to 
maintain affordable levels of rent, would ensure levels of return sufficient to attract investment 
away from currently more attractive alternatives. In doing so the Government would need to be 
mindful that it may, in effect, be subsidising speculative investment. 


CHAPTER 2 


Private Rental Housing in Australia 


Chris Paris 


Housing problems in Australian cities became increasingly publicised during the early 1980s 
as rising interest rates were hurting would-be home-buyers, and squeezing household budgets in 
the ‘mortgage belts’. Queues for public housing were lengthening in all States and new 
problems, such as youth homelessness, were becoming apparent. Gentrification was often 
blamed for the loss of low-cost inner-city housing while boarding house accommodation was in 
dwindling supply. Meanwhile, many landlords were complaining of poor rental returns and new 
building for rental had virtually dried up. Different groups, from property owners’ associations 
and the Real Estate Institute of Australia (REIA) to Shelter and the Catholic Church, were 
raising loud voices about housing problems in general and private renting in particular. In ways 
which were often contradictory and mutually exclusive, then, various housing crises and 
problems were becoming increasingly important elements of the public agenda. At the National 
Housing Conference in Sydney, held in September 1982, many commentators referred to a 
mounting rental crisis. The mature and dimensions of that crisis, however, were not clear. 
Uncertainty and disagreement also surrounded questions regarding appropriate policy 
initiatives. 

It was this broad context of mounting concern about housing problems and the particular 
problems of private renting that led AIUS to identify the latter as its main research priority. I 
was commissioned by AIUS to undertake a review of private renting in Australia and was set two 
main tasks: first, to document the relative position of the private rental sector in Australia; and 
second, to examine those diverse government policies which have affected private renting and 
consider ways in which existing policies might be modified or new policies introduced to cope 
with changing circumstances and problems. In particular, I was asked to consider how policies 
might facilitate the re-emergence of a healthy private rental sector. 

My study involved three elements: individual interviews and panel meetings with 
practitioners in, and experts on, private renting throughout Australia; an extensive literature 
review; and close attention to official and unofficial data sources. The collection of qualitative 
data enabled me to ask many questions about market relationships and processes which could 
not have emerged from quantitative data alone. The latter, in turn, meant that it has been 
possible to evaluate critically the many conflicting opinions and analyses offered by numerous 
practitioners, experts, and activists. 

For international comparative purposes I have been fortunate to have a copy of Michael 
Harloe’s (forthcoming) book on private rental housing in Europe and North America. Other 
work, more easily available, is also essential reading, especially Donnison and Ungerson’s 
Housing Policy (1982). The most useful, general summaries of Australian housing and housing 
policy are Neutze (1978, 1981), Kemeny (1981) and Milligan (1983). Private rental housing, 
compared to home ownership and public housing, has been relatively neglected, by both policy 
makers and academics in Australia, though some recent work has begun to even the balance, 
particularly Core Consultants (1983) and Hancock and Burke (1983). 


New problems or old? 


Before turning to the question of defining the private rental sector it is useful to locate private 
renting in Australia within broad international and historical perspectives. There are two 
questions: ‘How unusual are Australian developments?’ and, ‘How unexpected are 
contemporary problems?’ The response to these questions, ironically, is that current problems 
are neither unusual nor unexpected. 

Whilst undertaking my research I came increasingly to have a profound sense of ‘deja vu’. I 
was already familiar with much British and other overseas housing literature, most of which 
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stressed the decline of private renting. Michael Harloe’s international comparative study of 
private renting (1980; forthcoming) examined five different countries which had experienced 
varying degrees of economic growth. Despite diverse government policy initiatives all have 
substantially declining private rental sectors. David Donnison and Clare Ungerson referred to 
this study to note that in the USA, France, West Germany, Denmark, and the Netherlands the 
private landlord used. to dominate the urban housing market’. Despite many differences, 
however, between countries: 


private landlords are losing ground in all five countries, and for the same 
fundamental reasons as in Britain. Other systems for investing in housing are more 
efficient and cope much better with inflation. The private landlord’s competitors are 
more heavily subsidised. Even when attempts are made to correct this by offering grants 
to landlords and their tenants, owner- occupiers and public sector tenants are quicker to 
take up these benefits and gain more from them. Every householder who can get into the 
growing sectors of the market does so, and that leaves private landlords with older, less 
attractive housing, serving poorer people from whose payments less profits can be made. 
(Donnison and Ungerson, 1982:234) 


A recent review of policies for private renting in the USA, which has housing market 
conditions more like Australia than any other country, described a scene which sounds 
remarkably like our own: 


The greatest problem of the private rental sector is the very high rents being borne by 
lower-income tenants, combined with the rising costs faced by landlords. (Karn, 
1982:160) 


Having been asked by AIUS to consider the relative position of private renting in Australia, 
reference to overseas experience did not suggest ways of revitalising private renting. What it did 
suggest, however, was some quite different questions: 


(i) Why has private renting maintained such a large share of the Australian housing market?, 
and 
(ii) Should we expect or want to be able to revive private renting? 


To anticipate further discussion, the first question probably can be answered best in terms of 
the relative prosperity of Australian society before the 1970s combined with high levels of 
immigration to maintain effective demand, the advantageous taxation treatment of investment in 
rental housing in Australia, and subsequent government refusal to acknowledge growing needs 
and accommodate them with an expanded public sector. Answers to the second question will 
vary according to political position and values: rather more would want to revive private renting, 
I suspect, than expect to see a revival. We shall still consider policies which might be hoped to 
stimulate private renting but it is very important also to consider factors which might counter 
any such policies. 

What if we look for comparisons closer to home? How new and unexpected are current rental 
problems? Some background notes were prepared by the Department of Housing and 
Construction for the NSW Division of AIUS’ seminar on private rental housing in June 1983. 
In that paper it was suggested that private renting had entered a new and critical phase during 
the 1980s: 


Through the 1970’s with high inflation, comparatively low interest rates, good prospects 
for capital gain and rising income and rent levels, rental property was a particularly 
attractive form of investment. The situation today, however, has changed. Interest rates 
and other costs and charges have tended to rise faster than rents. . . . Prospects for capital 
gain in most major rental markets in Australia at present are uncertain. (Department of 
Housing and Construction, 1983:3) 

This implies that new and somewhat unprecedented conditions have contributed to a changed 
situation where new and innovative policies might be required. 

A review of studies in Australia during the 1970s, however, suggests that this picture is 
misleading. The Priorities Review Staff Report on Housing (1975) and the AIUS review Housing 
for Australia (1975) both emphasised emerging signs of a potential crisis in private renting. One 
of the submissions to the Priorities Review Staff, in my view, stands out in its clarity and 
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prescience. Ronald Mendelsohn warned ofan ‘emerging rental crisis’ and his analysis, written in 
1975, will strike many chords today amongst informed listeners: 


Inflation is proving to have severe effects on the propensity to invest in rental 
accommodation. In many areas no rental investment is occurring, and there is evidence 
that the pool of rented housing is diminishing. This does not mean that home ownership 
is growing proportionately. Rather home-buyers are showing a preference for established 
dwellings, and they appear to be buying flats and cottages hitherto rented ... The 
arithmetic of investment has turned heavily against the investor. . . . Rents are sticky, 
and are not moving up at the same rate as . . . [other] costs. . . . Investors have responded 
by virtually deserting the market. 


It may be thought that these adverse factors are counter-balanced by the ability of the 
investor to make capital gains. In the past this has been true. Presently the property 
market has stabilized, and capital gains are doubtful in the short run. But in any case, the 
implicit assumption in this argument is that investors can afford to forgo income, or even 
make income losses, while they wait for capital gain. Many are obviously unable or 
unwilling to do so. 


The facts in this important area are in urgent need of closer examination. It is possible 
that a market solution will be found by means of a general increase of rents so massive as 
to restore investor incentives; but the social and economic results of such a movement 
would be unpleasant. . . . Its effects on the one-quarter of the population who are renters, 
and especially the chronically poor who can never hope to own a home, could be most 
severe. (Mendelsohn, 1975:231) 


This almost certainly exaggerated the extent to which investors were leaving the market, 
overall—as some investors got out, others undoubtedly came in. 

Subsequent regeneration of capital gains, especially in Sydney between 1978-1980, may have 
led investors and analysts to view their problems as cyclical rather than structural. Current 
enthusiasm for growth in house prices after two stagnant years may induce similar arguments. 
This is certainly the message repeated in property articles in Business Review Weekly (e.g. Ries, 
1983), various property newsletters and the Australian Property news. Real estate agents and 
other professionals whom I interviewed all stressed the cyclical nature of profitability in 
residential investment, arguing that long-run steady growth overall was made up of intermediate 
periods of very rapid growth and stagnancy. Hence the notion that there was likely to be long- 
term decline in rental housing availability could be questioned. Some new provision, whether 
through change from home ownership or new construction (albeit only temporarily) was 
continually becoming available. Short-term letting of normally owner-occupied dwellings 
continued to provide new supply. Investment in existing flats and houses, therefore, can increase 
supply: it is, however, critically dependent on taxation advantages. The lack of new construction 
for rental, however, and changes in the structure of private renting may lead to the conclusion 
that much of Mendelsohn’s analysis was sound. In addition, if his call for ‘urgent examination’ 
of the area had been taken up we should have been much better informed today than we are, and 
AIUS would not have needed to initiate my review. Recent increases in interest rates, the growth 
of unemployment and an increasing proportion of the population experiencing poverty suggest 
that things have become worse, but that this is due to an intensification of pre-existing 
conditions rather than the emergence of new issues and problems. In particular the 
distributional effects of such developments have been severe on those unable either to buy or get 
access to public housing. 

The Priorities Review Staff, AIUS, and many other commentators during the mid-1970s, 
therefore, were emphasising the deepening problems of private renting, our lack of systematic 
knowledge of the sector and the desperate need for research and policy development. Many 
commentators have emphasised the weak overall position of private renting, especially compared 
to the many advantages of owner-occupation (especially Kemeny, 1981 and Neutze, 1978). 
Diverse policy initiatives were suggested: virtually none were taken up. Historical consideration 
of the relative position of private renting in Australia today, therefore, suggests two more 
questions: 


(a) Why, given the analyses and predictions of the mid-1970s, are we still searching for new 
explanations and new policies? 
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(b) Do we need new policies at all or do we need instead the political will to implement the 
many suggestions which have already been made? 


Again anticipating later discussion, let me suggest that the answer to (a) is that policy makers 
either did not accept or, perhaps more to the point, did not want to believe those analyses. Since 
1976 government policies have exacerbated the problems of renting. Hence the answer to 
question (b) becomes critical: the growth of unemployment, within a broader framework of 
increasing differentials between rich and poor, suggests a probable worsening of the problems 
facing poor renters. If the political resolve to do anything has been lacking in the past, can we 
hope for new priorities to emerge? 


CHAPTER 3 


What is ‘The Private Rental Sector’? 


Chris Paris 


Towards a definition 


This question may sound too obvious to be worth bothering with but it is, actually, crucial. 
Different answers have different implications for the way we think about private renting, the 
sorts of issues we identify for possible policy development, the ways in which we specify and 
address problems and, finally, the sorts of policies that we might propose. 

Most commentators adopt a residual definition of private renting. This views private renting 
as that part of the housing system left over once we have dealt with home ownership and public 
renting. In a very real sense, of course, this is an accurate assessment of private renting. Kendig 
was surely correct to argue: 


Because nearly all households prefer ownership (or public housing as a second best), 
demand for private rental housing is determined largely by the constraints on entering 
more desirable tenures. . . . The residual nature of private rental housing stems primarily 
from its inherent disadvantages relative to other tenures. (Kendig, 1982: 2-3) 


Kendig used ‘residual’ to refer to private renting both in a numerical ‘what is left over’ sense 
and in terms of a hierarchy of preferred housing options. The main problem with a residual 
approach to defining private renting is that it focuses on the negative characteristics of ‘private 
renting’: what it is woz rather than what it is. The focus on users, moreover, tells us little about 
the reason why anybody becomes, or remains, an investor in rental property. Residual definitions 
of private renting rarely distinguish between households and dwellings. At one level, of course, 
it must refer to dwellings or there could be no such thing as a vacancy rate. A dwelling-based 
approach, however, could not tell us much about unsatisfied need or potential demand. 

There are some advantages to a ‘residual’ approach, in particular comprehensiveness. From 
the perspective of tenants and would-be tenants it matters little who the landlord is or why the 
owner has the property. Level of rent, length of lease, and value for money may be much more 
important. Profound differences exist, however, between landlords who may be lumped together 
under the 1981 Census category ‘other landlords’. In the longer term, indeed, different owners’ 
motivations and expectations, within the opportunities and constraints of the market and public 
policies, will lead to very different effects, both overall and on particular tenants. Hence, it may 
be more useful to take an alternative approach to defining private renting based on the residential 
property relationships between those actors and institutions affecting particular dwellings. For 
want of a better term we can call this a functional approach and define the private rental sector 
as: Those dwellings usually rented by private households from private individuals and non- 
government institutions. 

This definition may not cope with all nuances of many words and issues, but it has the 
advantage of focussing on identifiable relationships. These are much more complex than 
recognised by the residual ‘left-over’ definition. Whereas the residual approach is a convenient 
way of defining ‘the’ private rental sector, a functional approach forces us to come to grips with 
complexity and diversity and, indeed, to question the very notion that there is ‘a’ sector. It makes 
it clear that many different tenure categories and tenurial relations often are grouped together 
regardless of quite important differences; for example, established tenant of rent-controlled 
unfurnished house in New South Wales; lodging-house licencee; company executive in 
temporary rent-free furnished luxury accommodation; renter of a caravan in a metropolitan 
fringe location; and, young professionals sharing a rented house. 

There is another use of the term ‘residual’, however, which may be much more valuable in 
analysing private renting. The term is used in some housing studies to refer to private renting as 
residual in the historical sense: as a form of tenure which has become less significant for many 
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reasons, particularly related to the growth of mass home-ownership and hence embodying less 
‘modern’ relationships between people than either home ownership or public renting. Residual 
in this sense has a meaning similar to anachronism. 

How do we come to grips with this complexity and diversity? The rest of this section outlines 
the actors and institutions variously involved in private renting and considers some of the 
changes currently taking place in their interrelationships. This leads to discussion of types of 
landlords. 


Actors and Institutions 


We can identify many different sorts of actors and institutions involved in private renting—at 
this stage disregarding the question of defining private renting. Some are directly involved: 


outright owners of rental property; 

purchasers of rental property; 

developers of rental property; 

builders of rental property; 

property professionals (estate agents, surveyors, solicitors), especially property managers; 
financial institutions, including fund managers; 

investment consultants; and 

tenants. 


To these we should add a range of government agencies and statutory authorities which 
intentionally and unintentionally affect private renting in both direct and indirect ways. In 
addition, various actors and institutions combine into other organisations, e.g. tenants’ groups, 
property owners’ associations, the Housing Industry Association (HIA), Shelter, the Real Estate 
Institute of Australia, and others. 


There have been many studies of tenants and potential demand. In particular Hal Kendig 
(1982) showed that there has been a growing need for rental accommodation and most 
commentators would agree with REIJA’s summary of tenant demand, presented at the Australian 
Housing Conference in September 1982. REIA indicated three main groups of tenants. Younger 
households, typically single or childless, often sharing, comprised the first main group. In the 
past most commentators have assumed that most, if not all, of this group will eventually buy 
though some would become public tenants. The second group comprised those households 
which are-not able to buy. Some are unable to buy because of their particular cash-flow problems 
or the peculiarities of our mortgage system (Stretton, 1978). Others are simply too poor, 
regardless of institutional lending rules. The third group comprised mobile households. This 
includes both geographically mobile households and individuals in particular circumstances 
such as family break-up. These groups are examined more in the next section where it is 
suggested that all are increasing in size and that past assumptions concerning future 
expectations, particularly of the young, may need to be re-examined. 


Any attempt to understand changing patterns of provision of rental housing, however, needs to 
carefully examine the differences between investors in rental property. What are their 
motivations, intentions, expectations and likely reactions to various policy initiatives? These can 
be compared with the analyses of tenants initiated by Hal Kendig. Many quite different property 
owners are often grouped together under the heading of private landlords. One convenient way 
of distinguishing between property owners is in terms of size-categories of ownership: small, 
medium, and large landlords. This approach has some advantages. In particular, it enables us to 
question one popular myth, namely that the typical or representative owner only owns one 
property. Judy Yates’ (1982) analysis of some Melbourne landlords emphasised the importance 
of multiple ownerships with 65 per cent of properties being owned by owners of six or more 
dwellings. There are two main disadvantages to this approach. First, there are no clear reasons 
for defining the relevant size of property groupings. Second, there are no inherent reasons for 
supposing that the size of ownership is necessarily a good indicator of how owners do and will 
act. It is also extremely difficult to get hard data on size of ownerships, though this is not a 
reason for ignoring the question. The diversity of ownerships, then, remains an important and 
interesting question. In itself, however, it would not reveal the operation of private renting: how 
different owners act now and how they are likely to react to policy changes. 
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One alternative would be to base our definition on institutional terms and identify landlords 
accordingly—individual owners, companies, employers, charities, and so on. The main problem 
with this approach is that it neither tells us about differences within institutional categories nor 
how identified landlord categories actually operate (Allen, 1983: 193). 

If we combine an institutional approach with a concern for functional variations within what 
is actually a complex and diverse part of the housing system, we might suggest the following 
classification of residential landlords: 


Temporary landlords 
Individual investors 
Corporate investors 
Owner-managers 

Employer landlords 

Other institutional landlords 
Informal landlords 
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It is worth further examining these groups as any discussion of aggregate trends and tendencies 
needs to consider past variations between groups and ways in which they are likely to respond to 
future developments. 


1. Temporary Landlords 


This is a broad and diverse group. It includes many people who, individually, did not set out 
to be landlords but, for whatever personal and temporary circumstances, chose to let their 
property rather than sell or leave it empty. We can expect them to constitute a continuing part of 
this sector though the numbers will always be hard to determine. There are no intrinsic reasons, 
however, for supposing that this will be either a declining or increasing component of private 
renting. Some examples are: owner-occupiers travelling overseas; people purchasing a home for 
retirement and letting in the meantime; people transferred (more-or-less temporarily) interstate 
who let their home and rent (or buy elsewhere) expecting to sell the original; and, owners who 
are unable to sell at an acceptable price and are letting temporarily. 

Other temporary landlords include owners who did not deliberately choose to rent out 
property. Some found themselves inheriting already-tenanted property, others are ‘spec’ builders 
who (perhaps temporarily) are unable to sell and decide to let new dwellings to reduce cash-flow 
deficits. This group does not consist of long-term landlords. There will be increasing addition 
through inheritance, though this will be counterbalanced through sales. We might expect the 
unsold ‘spec’ dwelling to be of variable importance as this phenomenon is usually to be observed 
after building booms—signalling over-investment. In Perth and the Sunshine and Gold Coasts 
there are numerous builders in this position compared to fewer in Adelaide or Melbourne, 
because in the latter cases the surplus has now been sold. At another extreme, Whyalla has 
rarely, if ever, had any. 

We should include in this group those owners who are temporarily letting dwellings which are 
held pending conversion or demolition or other change (e.g. a large house acquired for future 
demolition and site redevelopment, or a block of flats which is let until conversion into holiday 
units). 


2. Individual Investors 


I use the term investor deliberately as members of this group have few interests, particularly in 
residential ownership. 


There are two rather different sub-groups. The first is interested in residential investment in 
an abstract way. Their motivation is straightforwardly commercial and many never even see the 
properties—ty pically units—that they own. Classic, almost cliched, examples are Sydney doctors 
and airline pilots. They purchase with borrowed capital, seek to maintain high gearing and rely 
on tax-deductibility of mortgage interest. Those with large superannuation payments may pay 
off their outstanding loans and use rental income as their pension. Investment in residential 
property, for this group, is no different than investment in anything else—the combination of the 
cost investment, potential for capital gains, rental income, and tax concessions decide whether or 
not to buy or sell, and, indeed, whether to be involved in housing at all. The provision of 
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rental accommodation is a purely incidental component of their investment activity. Their 
involvement is relatively volatile, though in times of relative depression they may not be able to 
sell at an acceptable price. Recently many have indicated that they are likely to be less involved 
due to uncertainty regarding government policies and market trends. This also has led to 
pressures on rents. Such investors may become more interested in established houses rather than 
units as capital gains are more reliable and predictable in the former. Often, indeed, such 
investors are temporary owners of particular properties, (e.g. when gambling on an area 
gentrifying,) but their investment in residential properties is not temporary in the same sense as 
members of group 1. Anecdotal evidence from interviews with experts, as well as mounting data 
on patterns of investment, would suggest that some members of this group may be overseas 
investors seeking to diversify their investments in Australia. 


The second sub-group is less concerned with alternative investment opportunities and more 
likely to consider property a ‘safe bet’. Small shopkeepers or garage owners, for example, may 
use periods of relatively strong capital flow to purchase one or two properties as a form of 
superannuation investment, with an eye both on long-term capital gains (or capital protection) 
and secure, albeit non-maximising, rental income. Estate agents suggest that such owners take 
pride in ownership and like to see their investment frequently (if only from the outside). This 
group is likely to comprise a continuing component of the market, though some increasingly 
may be attracted to professionally managed superannuation schemes/pension funds or alternative 
safe (still non-maximising) forms of investment. This group may well continue to invest in rental 
accommodation preferring long-term security to shorter-term ‘rationality’. 


As the tax-deductibility of interest has been questioned and there remains a possibility of a 
capital gains tax, individual investors may be less inclined to invest in housing. 


3. Corporate Investors 


One group—corporate developers—has been instrumental in the bulk of new purpose-built 
rental accommodation in Australia since the Second World War. They have put up blocks of flats 
and groups of units in all the capital cities. Much of this development has subsequently been 
strata-titled and sold to members of group 2 but substantial numbers of buildings are owned still 
by private companies. There has been very little recent development of this type in the capital 
cities except for the middle to luxury end of the rental market. Most developers have turned to 
construction of owner-occupied strata-titled blocks. Some new rental development also has 
occurred in recent years in the Gold Coast—at times somewhat unprofitably—but there are few 
reasons for expecting revival in the short term. Prospects for the longer term will critically 
depend on public policies. On balance, then, this is likely to be a declining group of providers of 
rental accommodation. 


Another sub-group comprises companies which purchase whole blocks, strata title them and 
sell off the units (sometimes keeping some). This practice undoubtedly leads to a loss of rental 
accommodation as owner-occupiers move into previously tenanted units; it also tends to raise 
rents as individual owners of units (from group 2) pay more per unit than on a per-unit block 
basis and hence need higher rents to pay off new (and possibly higher-interest) mortgages. This 
group comprises a limited component of the overall rental stock and is probably more likely to 
seek to sell to owner-occupiers. 


4. Owner managers 


This group includes some owner-managers who are registered as companies. The defining 
characteristic, however, is that this group operates within the older existing housing stock and 
not by building new houses or flats. They have used the purchase and letting of property as a 
form of capital accumulation. In the past rents have exceeded costs sufficiently that by managing 
the property/properties and doing repairs themselves (or simply not doing repairs) they have 
been able to build up modest to large holdings of residential property. Some, of course, have 
failed in the process and got out at a loss—even become bankrupt. Others have succeeded and 
gone on to sell their properties to incoming owner-occupiers getting out of residential investment 
with good capital gains (especially in ‘gentrified’ areas). Some may have diversified into flat 
construction. 


WHAT IS ‘THE PRIVATE RENTAL SECTOR’? 17 


This group often, in some areas, typically comprises recent immigrants—especially Greeks, 
Italians, and, in one survey, ‘other Europeans’ (Yates 1982). The last 2-3 years has seen a major 
change in the calculations available to members of this group: critically, the rapid increase in 
interest rates and other costs have not been matched by equivalent rent increases and the viability 
of this form of investment has suffered accordingly. Owners want to increase rents, especially 
where capital gains are low (and are expected to remain so), but cannot get tenants prepared or 
able to pay the rents they need to charge. Owners with historic cost structures may still be doing 
very well, but there are few incentives for new investment. The tendency may well be to 
disinvest and sell to owner-occupiers whenever possible. 

We might wish to include proprietors of private lodging houses in this category. In many ways 
they are a dying breed, partly because of increasing costs due to local government policies—and 
their demise is a major problem for low-income single people. In addition, we might wish to 
include some caravan park proprietors, who are providing a growing share of ‘permanent’ 
accommodation. Both groups, however, probably require special individual consideration. 


5. Employer Landlords 


This is a significant group which mainly provides housing as an inducement to particular 
workers. It could be excluded from the category ‘private landlords’ on functional grounds, as the 
provision of housing is often directly a component of tenant/employee’s total real wage. Many 
such landlords provide accommodation in remote areas to workers in primary industries; other 
tenants include caretakers, temporarily mobile professionals (e.g. bank workers) and employees 
of statutory authorities. Some tenants of government departments other than housing authorities 
may find themselves classified as tenants of an employer in official data collection exercises. This 
group of owners is not affected by changes in housing markets in the same way as the previous 
groups, as changes in labour force requirements are most likely to influence it. 


6. Other Institutional Landlords 


This group includes some churches, which still own residential property, especially in inner 
areas of Sydney and Melbourne, the Crown and various voluntary and other charitable 
organisations. The extent of their ownership is difficult to determine. Some aggregate data 
includes tenants of non-housing authority government departments and statutory authorities 
under ‘tenants of other landlords’. A functional approach to private renting would exclude many 
of this group, though organisations developing alternative forms of tenure, (e.g. co-operatives), 
are becoming more frequent and would come into this category under any definition. So, too, 
might some public-sector-assisted schemes. 


7. Informal Landlords 


This is something of an elusive and rag-bag group, but actually may be of considerable and 
growing importance. It includes owners who informally let a room or share their home as a 
means of getting help with mortgage repayments (often not declared to taxation authorities, 
mortgaging institution, or local government). The informal group also includes sanctioned or 
illicit sub-letting by tenants, temporary but undeclared letting (overlapping with group 1) and 
diverse semi-legal and illegal practices, e.g. the simple expedient of an owner-purchaser letting 
property without formally advertising it or declaring taxable income: he receives tax concessions 
but does not actually live there. 

Many owners in this group are not conventionally considered to be landlords and would object 
to being termed as such. Where, however, they provide housing services for a fee, it is entirely 
proper to consider them as landlords. In his major international comparative study of private 
renting, which clearly documents overall decline, Michael Harloe emphasised that the growth of 
‘certain forms’ of renting may well occur. He noted the continued importance of resident 
landlordism and subletting. These probably declined in Australia between 1950 and 1970, but, 
in combination with various formal and informal practices, may be again increasing. It is very 
hard to determine the dimensions of informal renting in Australia as much slips through the nets 
of official data collectors. Deliberate avoidance of detection, no doubt, is common. 

We might also include calculative intergenerational negotiation of ‘best deals’ from the tax and 
housing subsidy system under this heading: for example, young adult children of affluent 
parents take advantage of an undeclared loan from their parents to secure a tax-free home savings 
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grant to buy a house; they subsequently ‘sell’ to their parents who borrow to buy the house, treat 
it as an investment on which interest is tax-deductible and charge a low rent to maximise their 
(tax-deductible) losses. The children occupy the house effectively rent-free, and either inherit it 
upon their parents’ death or are given the house to avoid death duties where payable. This sort 
of thing is legal but not, perhaps, what the public policies were designed to achieve. 


Definitions Reconsidered 


The total number of households or dwellings comprising ‘the’ private rental sector clearly 
depends on which of the preceding groups of landlords are included. Note that for present 
purposes there has not been any extensive discussion of lodging-houses, caravan parks, 
temporary accommodation or hostels, nor have we considered the kinds of dwellings available. 
(To have done so would have added colour to what is already becoming rather murky water.) My 
intention has been to demonstrate the critical importance of addressing definitional questions at 
the outset so as to clear away unnecessary confusion. 

For the rest of this paper, unless specified otherwise, I shall be referring to groups 1-4 and 7 as 
‘the private rental sector’. This is a fairly narrow functional definition. If we adopt an approach 
which includes historically defined residual categories, then we should probably include all of 
group 5 and most of group 6. A completely inclusive residual definition would include just 
about everything apart from owner-occupied and public housing. 

Such classification and definition has served to introduce analysis of trends, issues, and 
problems, and is not an end in itself. Furthermore, it has shown the need to view overall analysis 
in the light of the very different participants involved. In addition, it has indicated some of the 
components of what may have been a changing pattern of investment in private rental 
accommodation during the 1970s. It enables us to ask questions about the different effects of 
different actors’ decisions within what may be the rather different world of the 1980s. 


CHAPTER 4 


Trends, Issues and Problems 


Chris Paris 


Introduction 


This chapter brings together quantitative data and the more impressionistic understanding 
derived from interviews with actors and experts. It is useful to focus particularly on market 
relations to set the scene for discussion later of government policies. 

Any analysis of trends, issues, and problems of private renting has to face up to some 
formidable problems of data. The census is the most obvious source of aggregate data, but has 
the drawbacks of being point-in-time, self-enumerative and, more important for private renting, 
of focussing on households rather than dwellings. The ABS Survey of Home Rental and 
Ownership (November 1978), and Survey of Housing Occupancy (November 1980) also provide 
much useful data. Unfortunately, data from the two sources—census and survey—are not 
compatible and should never be analysed together. For example, the survey indicated much 
higher rates of home ownership and has far fewer residual ‘other/not included’ types of 
households. Censuses and surveys must not be combined in time series. Different definitions 
and categories were used. The surveys were samples and thus subject to sampling error; the 
census, on the other hand, may suffer from non-sampling errors. In some instances we cannot 
even make comparisons over time from survey to survey or census to census (e.g. the 1981 
census did not include a question on tenants of employers, but it did ask about tenants of other 
government authorities; in 1976 the reverse was the case). The 1978 and 1980 surveys, whilst 
very useful at an aggregate level, often contain too few observations to enable inferences to be 
made at disaggregated levels. 

Tables 1 and 2 summarise some of the census and survey data and highlight some of the 
difficulties involved in an attempt to give the ‘true’ dimensions of private renting within the 
Australian housing system. 


TABLE 1: DISTRIBUTION OF HOUSEHOLDS BY NATURE OF 
OCCUPANCY (Percentages) 


Census ABS Survey 

1976 1981 1978 1980 
Owners and Purchasers 67 68 73 72 
Public Tenants 5 5 4 5 
Other Tenants 20 20 20 20 
Other/not stated 8 7 3 3 
TOTAL 100 100 100 100 
(7000s) 4141 4669 4533 4771 


Source: ABS Census 1976 and 1981. ABS (1979; 1981) 


Much use is made by the commercial press of REIA’s monthly ‘survey’ of the private rental 
market in major capital cities, and REIA’s Annual Reports. Whilst REIA’s data are indeed very 
valuable and illustrative material it is wrong to treat them as if they were based on a probability 
sample consistently drawn over time. Instead they combine participating members’ estimates of 
some variables with rental data drawn from files. The REIA data is largely the informed 
estimates of a changing cross-section of REIA members. Monthly and other variations can 
reflect changing levels of participation, for example, after a campaign by head or regional office 
to stimulate support in a city where members’ interest had waned. The REIA data, moreover, 
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can only ever represent that part of the sector managed by its members, which varies 
considerably between and within both capital cities and other areas. The ABS 1980 Survey 
indicated that only 45 per cent of tenants paid rent to estate agents (excluding tenants of public 
housing authorities and of employers). The REIA data, then, are at best indicative of a part of 
private rental housing; they are neither authoritative nor comprehensive. Even so, it is a valuable 
source of informed analysis (Appendix 1). 


TABLE 2: TYPES OF TENANCIES (°000) 


Census ABS Survey 

1976 1981 1978 1980 
Rent paid to: 
State Housing Authority 205 229 198 228 
Other Govt Authority n.a. 63 n.a. n.a. 
Employer 96 n.a. 68 63 
Other Recipients n.a. n.a. 827 900 
Other Landlords 716 873 n.a. n.a. 
Landlords Not Stated 29 n.a. n.a. n.a. 
TOTAL 1045 1165 1093 1191 


n.a. = Not Applicable 
‘Other Recipients’ includes tenants of other government authorities. 
(0 ‘Other Landlords’—tenants of employer, other landlords, and landlords not stated. 


Source: ABS Census 1976 and 1981; ABS (1979: 1981) 


Other data, particularly on rents, also have problems. Surveys of newspapers only ever pick up 
advertised vacancies and, at times of high demand, many vacancies are not advertised. Owner- 
managers are more likely to use newspapers than real estate agents who have much greater 
‘market visibility’, Some ‘homefinding’ agencies in capital cities merely reproduce other 
agencies’ advertisements. Some advertisements are ‘come-ons’ e.g. ‘three-bedroom house with 
absolute waterfront and harbour views’ advertised for $50 attracts prospective tenants who are 
told that it has ‘gone’ but that Bondi units are available at $70. CPI data is popular with some 
commentators and analysts of rental housing. Frankly, I am very doubtful whether it copes 
adequately with the enormous diversity of rental situations. Comparisons between the CPI 
rental component and average weekly earnings, for example, ignore most unemployed and 
pensioner-headed households and gender differentials; the CPI also fails to distinguish between 
types of rental accommodation. 

Some other sources of data provide interesting insights into local questions and issues, e.g. Les 
Gevers’ survey of private tenants in Perth (Gevers, 1982). Many, however, are often both partial 
and controversial. Whilst local studies are essential they do not necessarily provide the basis for 
other generalisations. 

If ‘hard’ data sometimes prove to be a little soft at the edges, we should remember why we 
need statistics. The point of data collection and anaylsis should not be an end in itself} rather 
they must serve to help us answer—and ask—questions. They are useful for testing hypotheses 
and for throwing light on problems—like lamp posts they should be used for illumination not to 
support drunken arguments. My discussion of trends, issues, and problems, therefore, does not 
rely on official statistics alone. Many arguments and accounts of changes in private renting were 
put to me by people whom I interviewed. These can be judged against written analyses and 
diverse data sources. In the end, however, we have to exercise judgement which in some cases 
means leaving questions unanswered until more evidence is available. 


Trends 

This section is in three parts examining in turn the availability of rental accommodation, its 
affordability, and then variations in both. 
(i) Availability 

The amount of private accommodation which is available for rental is most difficult to 
determine. We have a paradox. Much evidence suggests a decline in the availability of private 
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rental accommodation but the 1981 census showed a 20 per cent growth in the number of 
renting households between 1976-1981. 

Most commentators talk of a crisis of availability, with declining vacancy rates and substantial 
transfers of rental stock to owner-occupiers. There have almost certainly been changes, too, in 
the overall composition of landlords in terms of types of landlord and numbers of each type. 
During the 1970s, for example, there was certainly a net decline of corporate management of 
multiple-unit blocks and growth of individual ownership of strata-titled units. Overall we might 
have expected fewer private tenants, but the census shows more. Kendig (1982) and REIA (1982) 
both referred to rapid falls in vacancy rates: this, indeed, could be a partial explanation, but is 
not adequate given the numbers involved (see Table 1). Other factors may also have been 
important, for example, more sharing and growth of informal arrangements. 

Some rental accommodation is always being made newly available, especially by temporary 
landlords, and between 1976-1981 there would have been many unsold ‘spec’ houses. Other 
new rental investment was almost certainly in the form of purchase of established houses, to be 
let temporarily in order to realise capital gains. A rapidly growing volume of South-East Asian 
investment in Australia has been in real estate generally, and much of this has found its way into 
housing, for example, in Parramatta and South Yarra. 

Various investment agencies and advisory services have also encouraged investment in private 
renting and have stimulated periodic activity over the recent past. One circular, reported in the 
Housing Information and Referral Service News, Bulletin 5, urged investors to ‘take full 
advantage of the substantial profits that come from well-structured Real Estate Investments’. 
The circular offered ‘hassle-free packages’ for investors who had deposits of ‘only several 
thousand dollars’. It went on to suggest: 


Rentals from the properties meet most of the repayments on the balance of the purchase 
price which is borrowed. ... The capital appreciation on these initial investments has 
often been quite unbelievable. 


The extent to which agencies and consultants ‘beat-up’ the market is highly debatable. It is 
probable that, despite the relative disadvantages of the sector, at times and in some places very 
large profits have been made and are being made. These, however, are contingent on ultimate 
consumers/purchasers and increasingly it will have been houses rather than units that offer 
capital gain. (No doubt considerable sales campaigns will get under way encouraging more 
owner-occupation of units.) The tax-deductibility of mortgage interest and absence of capital 
gains tax, without any doubt, have been major factors influencing new investment. 

The net effect, then, of various processes may not have been an overall loss of rental 
accommodation. Instead there may have been important changes in type, location, and cost. 
This is more-or-less the same conclusion reached by other analysts of private renting since the 
mid-1970s. They emphasise the loss of low-cost and inner-city accommodation, greater 
competition for available rental dwellings, and substantial increases in costs (Milligan, 1983; 
Milligan and McAllister, 1982; Kendig, 1979; Hancock and Burke, 1983; Core Consultants, 
1983). 

Investment aimed at capital gains is all about turnover, hence it does not lead to long-term 
availability. It is also volatile: with other, more secure, ‘hassle-free’, high-yield investment 
packages appearing during the late 1970s there are reasons for expecting it to diminish. Perhaps, 
as one highly expert and internationally experienced property manager in Perth put it: ‘What 
has changed hasn’t been the rate of return on rental investment but the rate of return on other 
investments’ (My emphasis). 

In examining the overall question of availability we must note that census and survey data 
cannot resolve the preceding debate. In particular, both census and survey data focus on 
households and tenure rather than on the tenure of dwellings. Even so, they do help us say 
something about the size, and shape of private renting in the early 1980s. Tables 1 and 2 give a 
broad indication of the place of renting within the Australian housing system. Public renting 
was much the same in the 1980 survey and the 1981 census. It accounted for about 230,000 or 5 
per cent of all Australian households. Other tenants in the 1980 survey accounted for 960,000 
households (20 per cent) of which 63,000 were tenants of the household head’s employer. By 
way of contrast, the 1981 census described 63,000 tenants of other government authorities and 
about 873,000 other tenants. The census thus indicated higher levels of renting and lower levels 
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of home ownership. They gave similar overall proportions and totals of other tenants; the survey 
had a much lower other/not stated component. 


There was overlap between the 1976 and 1981 census categories ‘tenants of employer’ and 
‘tenants of other government authorities’. My guesstimates, then, for the components of the 
sector in 1981 are the following: tenants of other government authorities 63,000; tenants of 
employer 60,000; private tenants 815,000. Of the latter I estimate about 400,000 pay rent to 
estate agents. The ABS Survey indicated that 45 per cent of tenants (excluding employer tenants) 
paid rent to estate agents, 45 per cent of 815,000 + 63,000 = 395,000. 


The 1980 ABS Survey indicated that almost half of private tenants lived in separate houses (46 
per cent) and one-third in flats and units. These are much lower proportions than owner- 
occupiers though nearer to public tenants; the latter, however, were more likely to live in separate 
houses and less likely to be in flats and units (Table 3). Private tenants comprised 20 per cent of 
households but they only occupied 11 per cent of all separate houses and 63 per cent of flats and 
units (Table 4). Just over one-quarter of all flats and units were owner-occupied; if, however, we 
recalculate that proportion excluding public housing, then about 30 per cent was owner- 
occupied. 


TABLE 3: NATURE OF OCCUPANCY BY TYPE OF DWELLING, 1980 


(Percentages) 
Separate Total 
House Flat/Unit Other Percentage *000s 
Owners and Purchasers 92 4 5 100 3431 
Public Tenants 56 19 26 100 228 
Tenants of Employer 85 a 10 100 63 
Other Tenants 46 32 22 100 900 


Australia 81 10 9 100 4622 


The data does not include households occupying accommodation rent-free or on other bases. 
* Data subject to sampling variability too high for most practical purposes. 


Source: ABS (1981) 


TABLE 4: TYPE OF LANDLORDS BY DWELLING TYPE 1980 


(Percentages) “ 
Separate 
House = Flat/Unit Other 2 Total 
State Housing Authority 10.7 3.6 5.0 19.1 
Employer “ 4.5 vs 0.5 5.3 
Other Recipients “ 34.4 24.3 16.9 75.6 
All Renters 49.6 27.9 22.4 100.0 


n = 1,190,000 


1 ‘Landlord’ being defined as ‘to whom paid rent’. 

2 Comprises semi-detached houses (inc. townhouses, villas, and terraced houses), mobile dwellings, and 
dwellings attached to non-dwellings. 

3 Comprises any State Housing Department, Trust, or Commission, the Department of the Capital Territory or 
the Northern Territory Housing Commission, not other government agencies. 

4 Rent paid to employer of household head. 

5 Includes real estate agents and private landlords. 

* Subject to sampling variability too high for most practical purposes. 


Source: ABS (1981) 


Gender, marital status, and age are important dimensions of variation among private tenants. 
The ABS Survey in 1978 indicated that female-headed households were disproportionately 
likely to rent rather than to be owner-occupiers (Table 5). Even so, the majority of renting 
households (including public tenants) were male-headed. 
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TABLE 5: GENDER OF HOUSEHOLD HEAD BY TYPE 
OF TENURE 1978 (Percentages) 


Owners/ 
Purchasers Renters Other All 
Male 84 70 75 81 


Female 16 30 25 19 


Source: ABS (1979) 


There were much larger proportions of young unmarried private tenants than in other tenures; 
about 40 per cent of married private tenants were aged 35-64 as were 30 per cent of unmarried 
(see Table 6). Ten per cent of private tenants aged over 65 were not married (many obviously 
widowed) as were 5 per cent of married private tenants. The overall proportion of all households 
in each age group that were private tenants consistently declined from 67 per cent of those aged 
15-24 down to 8 percent of those aged 65 and over. The proportion of private tenants in the 15~ 
24 age group was much higher amongst not married heads (75 per cent) than married (36 per 
cent). 


TABLE 6: MARITAL STATUS AND AGE OF HOUSEHOLD 
HEAD BY TENURE, 1980 (Percentages) 


Owners/ Tenants ‘ of 
Purchasers Public Tenants Other Landlords 


Married 

15-24 2 7 14 
25-29 8 14 23 
30-34 13 14 19 
35-64 63 55 39 
65+ 13 10 5 
Total 100 100 100 
(7000s) (2638) (132) (480) 
Not married “ 

15-24 2 8 33 
25-29 5 10 19 
30-34 6 8 10 
35-64 46 45 28 
65+ 41 30 10 
Total 100 100 100 
(7000s) (792) (95) (483) 


1 Includes never married, separated, divorced, widowed. 
Source: ABS (1981) 


All commentators agree that we should expect continuing demand/need for private renting. 
There appear to be few reasons for expecting availability to meet that demand, particularly for 
poorer households. Hal Kendig, in his paper to the 1982 AIUS Annual Conference, has 
demonstrated that there is a growing need for private rental accommodation. REIA, too, 
suggested that there is growing need combined with decreased ability to pay (see Appendix 1, 
especially conclusions). Other recent work confirms this view (Core Consultants, 1983; 
Hancock and Burke, 1983). 

Our conclusions regarding availability, then, need to stress that there has been continued, 
probably even increased, supply of rental accommodation since 1976. There were even signs, by 
the first week of 1984, that a new property boom could be under way. As interest rates began to 
fall, investment advisers were again suggesting that residential property could be a good bet for 
the longer-term moderate-scale investment. One such commentary, interestingly, emphasised 
that houses as well as flats offer growth potential: 
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If you’re happy (and equipped) to do your own thing, we would recommend real estate. 
Although home units are the traditional real estate investment for the man in the street, 
[sic] don’t ignore houses. They are less volatile, tenants stay longer and capital growth is 
backed by the owner-occupied market. (Morrison, 1983; my emphasis) 


Any resurgence of investment in existing flats and houses may thus serve to increase the 
available stock of rental dwellings. What such additional investment will not do is make cheap 
rental housing available. Indeed, any new boom in residential property is likely to have a quite 
opposite effect as investors and home-owners compete for a stock which still is growing very 
slowly overall. Hence the question of affordability becomes crucial. 

(ii) Affordability 

It is difficult to be certain whether the overall problem of affordability has increased 
substantially since the mid-1970s. As the cost of home ownership has increased more would-be 
owners are undoubtedly competing with poor tenants. The rapid increase in unemployment, 
too, has hit poor households hardest. The sheer size of the problem overall, in personal terms 
and for policy-makers, makes comparison over time less important. Other recent studies re- 
affirm the argument that low income is a major problem of many private tenants (Field, 1983; 
Hancock and Burke, 1983; Core Consultants, 1983). 

The 1981 Census provides overwhelming evidence to support the argument that private 
renting was the main tenure for very poor households and that rents constituted an alarmingly 
high proportion of their expenditure. There is little or no evidence of any new private 
construction to ease the pressure as the rent-paying capacity of poor households is insufficient to 
make such projects worthwhile. What ‘filtering’ there is cannot be expected to cope with 
increased need, indeed there are few reasons to suppose that newly let dwellings will be available 
at rents that poor tenants could contemplate. Other, less formal coping mechanisms are probably 
operating, often unsatisfactorily, to reduce homelessness. The growth of homelessness, increased 
sharing with friends and relatives, and the increase of long-term caravan living, however, all are 
signs of the growing crisis for poor renters. 

An indication of the size of the problem is given in Table 7. (This table is similar to one for 
Victoria published in Australian Society 1.9.83 accompanying a note by Ronald Henderson on 
private tenants and poverty.) For New South Wales we see very clearly that the poorest 
households pay the largest proportions of their income in rent, leaving the better-off renters with 
greater disposable income in proportional and absolute terms. As for Australia overall, about 
forty per cent of private renters in New South Wales had incomes below $193 per week, and of 
these very few, indeed, were paying less than 20 per cent of income in rent. Nevertheless, it is 
reasonable to suggest that over half of those with incomes below $115 paid more than 40 per cent 
of income in rent; of those with incomes $116-192 more than 40 per cent paid over 30 per cent 
of income in rent. By way of contrast, very few households with incomes over $500 paid more 
than 15 per cent in rent. Of households with incomes $424-499 only 7 per cent nationally paid 
over 20 per cent, over 80 per cent paid less than 16 per cent. 


TRENDS, ISSUES AND PROBLEMS 25 


TABLE 7: SELECTED HOUSEHOLD INCOMES AND RENTS OF PRIVATE TENANTS “) 
AUSTRALIA AND NSW 1981 


Households Households 


Rent as Australia New South Wales 

Weekly Weekly percentage 
Income Rent of income (% of (Hof (% of (of 
(3) (3) (7000s) group) total) (000s) group) total) 
(i) 115 20-39 «17 48.8 38 13:2 30 

40-59 35 38.1 30 13.2 30 

60+ 52 18.2 14 9.8 23 
All Households = ¢115 128.4 100 17 43.4 100 15 
(ii) 116-192 40-59 21 44.9 40 14.3 37 

60-79 31 18.7 17 9.8 25 

80+ 42 7.3 7 3.3 11 
All Households 116-192 111.4 100 14 38.7 100 14 
(iii) 193-288 60-79 21 40.8 22 21.4 31 

80-99 28 11.0 6 “3 11 

100+ 35 6.4 3 3.3 5 
All Households 193-288 187.6 100 24 68.9 100 24 
(iv) 289-423 60-79 14 41.3 27 20.0 35 

80-99 19 13.8 9 9.1 16 

100+ 24 8.0 5 4.7 8 
All Households 289-423 152.2 100 20 57.4 100 20 
(v) 424-499 80-99 16 8.3 14 5.8 20 

100+ 20 5.2 7 33 11 
All Households 424-499 75.3 100 10 29.6 100 10 
(vi) 500+ 80-99 na 18.5 16 11.3 23 

100+ na 19.2 16 12.4 25 
All Households 500+ 118.9 100 15 48.9 100 17 
ALL HOUSEHOLDS TAS = 100 286.9 - 100 


' ‘Private tenants’ comprise tenants paying rent to ‘other landlords’ but exclude tenants of ‘other government authorities’. 

2 Totals include only those households which stated tenure, income and rent. 

3 These calculations massively understate rents to incomes as they are based on the maximum income and lowest rent in each cell, i.e. for 
households with incomes of /ess than $115 paying at least $20 the percentage is 17; maximum figures cannot be given on this basis for 
incomes of $500 plus but we see that 84 per cent of all households with incomes of at least $500 paid /ess rhan 20 per cent in rent (58 per 
cent paid less than 16 per cent). Most households in each cell have less than maximum income and pay more than minimum rent: a 
household with income of $100 paying rent of $35 has rent/income ratio of 35 per cent but is in the 17 per cent cell. 


Source: 1981 Census 


For better-off private tenants, then, renting is an economical option on the road to home 
ownership but for poor tenants it is a miserably expensive cause of greater poverty and distress. 
Any focus on overall averages would be a pathetically inadequate substitute for this 
disaggregated analysis. This is borne out by a comparison of income and rent levels for private 
tenants in New South Wales (using 1981 census data) and examining households paying over 26 
per cent of income in rent. Graphically illustrated in Figure | and set out in Table 8, we can see 
that, as incomes rose, the proportion of households paying over 26 per cent of income declined 
dramatically. (Households with weekly incomes of $501 and over could not be included in these 
calculations as maximum rents and incomes could not be known.) Of all those households with 
incomes under $500 which paid over 26 per cent of income in rent, 56 per cent had household 
incomes below $155; 37 per cent had incomes of $155-288; and only 13 per cent had incomes 
above $289. These figures illustrate that: ‘the poor pay more’. 
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TABLE 8: WEEKLY HOUSEHOLD INCOME AND RENT, NEW SOUTH 


WALES 1981 

% of those 
Proportion of households % of all 
Households income group with incomes private 
paying > 26% paying >26% «$500 paying renters in 
Income of income of income >26% of income income 
Group in rent in rent in rent group 

(8) (000) (%) (%) 
0-58 9.7 92 11 4 
58-115 24.7 75 29 12 
116-154 13.5 70 16 7 
155-192 11.6 59 14 7 
193-288 19.4 28 23 24 
289-423 4.9 9 6 20 
424-500 1.0 3 1 10 
501+ n.a. n.a. n.a. 17 
TOTAL 84.8 31 100 100 


n = 287 000 
Source: 1981 Census 


Table 8 only includes those households which gave tenure, rent, income and household type. 


FIGURE 1: PRIVATE TENANTS PAYING ABOVE 26 PER CENT OF 
HOUSEHOLD INCOME IN RENT, 1981 
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Income groups : weekly rent ($) and total in group ('000) 
Source: ABS Census (1981) 


It is instructive to examine household type to see which households were most likely to pay 
large proportions of income in rent. Table 9 shows that 90,000 households renting privately in 
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New South Wales paid over 26 per cent of household income in rent, representing 31 per cent of 
all private tenants. The household type most likely to be paying high proportions of income in 
rent was that of single head with children. We know that for Australia the ratio of female to male 
single-parent households is 6.6:1; hence most of these households almost certainly were female 
single adults with child(ren). In total the group accounted for 7 per cent of renting households. 


TABLE 9: FAMILY TYPE BY TYPE OF RENTAL HOUSING AND RENT 
LEVELS, PRIVATE TENANTS, NSW 1981 


Proportion paying 26 per cent and more of household income as rent 


Total (’000s) 

& proportion 
Family Rent 25% of all tenancies 
Type Furnished Unfurnished Total of income by family type 
Head only 
(000s) 14.8 29.5 44.3 129.1 
(7%) 34 35 34 49.3 45 
Head and children 
(000s) 2.1 10.4 12.5 18.7 
(%) 66 67 67 13.9 7 
Head and spouse 
(000s) 2.6 7.8 10.4 48.4 
(%) 25 20 21 11.6 17 
Head, spouse and children 
(7000s) 2:7 13.7 16.4 57.4 
(%) 33 28 29 18.2 20 
Head and adults 
(000s) 0.7 322 3.9 17.0 
(%) 23 23 25 4.3 6 
Head, spouse, adults and children 
(7000s) 0.3 1.9 233 16.2 
(%) 19 14 14 2.6 6 
Toral 
(000s) 2333 66.5 89.8 100.0 286.9 
(%) 33 31 31 100.0 


Source: 1981 Census 


A comparison of the fourth and fifth columns of Table 9 indicates which household types are 
more or less likely to pay above one-quarter of income in rent. Single adults were slightly over- 
represented (49:45 per cent), head and spouse and head and adults were about two-thirds (12:17 
per centand 4:6 per cent), head and spouse and children slightly low (18:20 per cent) and head 
and spouse and adults and children were less than half (2.6:6 per cent). In other words the 
household types which most often paid above one-quarter of their income in rent were single 
parents and couples with children. This was constant for furnished and unfurnished 
accommodation. By all criteria, then, single heads with children or head and spouse with 
children comprised disproportionately large proportions of households paying above one-quarter 
of income in rent. These, too, were clearly the households with least disposable income. 

It has already been indicated that fully reliable rent data are not available. Table 10 brings 
together data from the two ABS Surveys and REIA’s Annual Report for 1979/80. Given that 
REIA reports on estimated average vacancy rents and that more flats/units are vacant, then both 
sets of figures could be reliable enough. There is most correspondence between ABS and REIA 
for Brisbane, Adelaide, and Perth. On the basis of REIA figures the ABS rent for Melbourne 
looks a little low, and the REIA description of a tightening market between 1978 and 1980 also 
suggests that rents would have increased at a greater rate than the ABS figures indicate. While 
there is no obvious pattern, Figure 2 shows the distribution of rent increases based on ABS 
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Survey data. We can be very confident, from REIA reports, that rents have risen substantially 
since 1980. Whereas Sydney had seen the most rapid rises between 1978-80, Melbourne has 
had more rapid subsequent increases (Hancock and Burke, 1983; REIA Annual Reports). 


TABLE 10: WEEKLY RENT (IN DOLLARS) BY TYPE OF RENTAL 
ACCOMMODATION 


Sydney Melbourne Brisbane Adelaide Perth 


ABS Survey 1978 50 43 41 36 41 
ABS Survey 1980 65 47 47 41 41 
REIA June 1980 

3-Bedroom House 


Unfurnished 70-140 50-80 55-65 n.a. n.a. 

Furnished 75-150 60-120 n.a. 60-70 55-70 
2-Bedroom Flat/Unit 

Unfurnished 50-85 43-70 n.a. n.a. n.a. 

Furnished 50-95 45-90 50-60 40-45 35-45 


Source: ABS (1981) Table 9, and REIA Annual Report 1979/1980. 


Whilst rent data are not systematically and reliably collected all the evidence suggests 
continuing rental increases and shortages especially of cheaper property. Overall demand at the 
metropolitan level can slacken whilst poorer households still have greater difficulties finding 
affordable housing. All the evidence from the Mortgage and Rent Relief Scheme (Chapter 6) 
supports the view that there is a growing crisis of rent to income ratios in major metropolitan 
areas, especially in New South Wales and Victoria. 


FIGURE 2: PRIVATE SECTOR RENT INCREASES 1978-1980 
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Any upsurge in prices for established houses could attract investment looking for capital gains. 
This would provide some accommodation—though rarely for the poor—but at the cost of out- 
bidding prospective owner-occupiers who will thus have to compete with poor tenants for 
available accommodation. 

(iii) Variations 

There are enormous variations between and within States. Often we should talk about spatially 
distinct and very different local housing systems, though we need to appreciate how different 
levels of spatial aggregation can give very different impressions. The national average for a 
particular indicator, e.g. rents as a percentage of income, may be misleading if it sums up very 
different situations in different States. 

In Australia it is particularly important to appreciate the existence of a number of State-based 
housing markets. This is not to argue that many investors and institutions operate at a national 
or even international scale. In terms of major investment decisions, the money market, most 
interest rates, costs and other factors of production, there is, indeed, a national housing market. 
Even so, the sheer effects of distance and scale combined with distinctively different regional 
histories and contemporary political priorities have produced very different local combinations 
of tenures, patterns of access and costs. Management practices in both public and private rental 
sectors vary enormously between and within States. Metropolitan areas often exhibit different 
characteristics from non-metropolitan areas. Even within any major city we might expect to find 
shortages in particular localities and excess supply elsewhere. We should not necessarily assume, 
moreover, that the areas of greatest mismatch, especially in terms of unsatisfied demand (or, to 
put it another way, of high rents and low incomes) are in older, inner areas; often they are in the 
outer suburbs (Core Consultants, 1983). 

My brief from AIUS was to take a national view albeit recognizing important variations. To do 
justice to the latter would have required much more extensive fieldwork, local historical analysis 
and disaggregated data analysis than was possible in a six-month review. I did, in fact, collect 
huge amounts of material and I plan to do further work explaining the diversity of rental housing 
in Australia. For the time being I can only sketch out some of the more important variations and 
refer readers to Appendix 1 which contains some discussion of city variations based on REIA’s 
annual reports. Tables 11 to 16 and Figures 3-6 also illustrate some of the diversity. 

The pattern of tenure on a State-by-State basis is shown in Figure 3, which also gives averages 
for Australia based on 1981 census data and categories. Whilst it emphasises the overall 
dominance of New South Wales and Victoria, it is best interpreted in combination with Table 
11, which gives the actual percentages of households in each tenure by State. This table 
highlights the way in which different definitions of private renting lead to very different 
estimates of the size and nature of the sector. By excluding tenants of other government 
authorities we have an ‘other tenants’ group ranging from 24 per cent of households in the 
Northern Territory down to 14 per cent in South Australia. 


TABLE 11: GEOGRAPHICAL DISTRIBUTION OF HOUSEHOLDS BY NATURE 
OF OCCUPANCY 1981 (Percentages) 


Other Not elsewhere 

Owners & Public Govt Other included and 
Purchasers Tenants Authority Tenants not stated Total 
NSW 67.1 5.1 1,2 19.6 7.0 100 
VIC 71.2 2.9 1.1 17.7 7.1 100 
QLD 67.3 2.6 1.5 20.6 8.0 100 
SA 69.2 9.6 1.8 13.7 5.3 100 
WA 65.6 6.2 1.8 20.2 6.2 100 
TAS 68.5 7.0 1.5 16.5 6.5 100 
NT 30.8 19.8 7.0 24.3 18.1 100 
ACT 67.3 13.0 1.2 14.5 3.0 100 
AUSTRALIA 68.1 4.9 1.3 18.7 7.0 100 
(7000s) 3178.9 228.9 63.4 872.2 325.5 4668.9 


Source: ABS Census 1981 
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Different levels of spatial aggregation highlight other variations. Table 12, based on ABS 
survey data, suggests that rates of home ownership were higher in capital cities than in other 
areas. Of more concern here is that the concentration of ‘other tenants’ in the capital cities 
suggests that private renting is proportionally (as well as absolutely) a metropolitan 
phenomenon. 


TABLE 12: NATURE OF OCCUPANCY BY LOCATION 


(Percentages) 

Capital Cities Other Areas Australia 
Owners and Purchasers 73 71 72 
Public Tenants ® 4 5 5 
Other Tenants 21 19 20 
Other “ 2 5 3 
Total 100 100 100 
(000s) 3020 1751 4771 


1 Sydney, Melbourne, Brisbane, Adelaide, Perth, and Hobart. 
2 Rest of State areas, the ACT and NT. 

3 Tenants of State Housing Authorities. 

4 Includes households occupying accommodation rent free. 


Source: ABS (1981a) 


TABLE 13: TYPE OF LANDLORD BY TYPE OF DWELLING 
1980 (Percentages) 


Type of Dwelling 


Seperate 
House — Flat/Unit Other Total 


CAPITAL CITIES 


Government Authority ‘ ed 4.5 5.8 17.4 
Employer “ 0.9 0.6 i 1.2 
Other Recipients ‘ S182 3k2 18.9 81.4 
TOTAL 39.4 35.7 24.9 100.0 
n = 758,900 
OTHER AREAS 
Government Authority 16.7 1.9 355 22.1 
Employer 10.8 z 1.0 12.5 
Other Recipients 39.9 1252 13.3 65.4 
TOTAL 67.5 14.7 17.9 100.0 
n = 431,800 


1 ‘Landlord’ being defined as ‘to whom paid rent’. 

2 Comprises semi-detached houses (including townhouses, villas, and terraced houses), mobile 
dwellings, and dwellings attached to non-dwellings. 

3 Comprises any State Housing Department, Trust, or Commission, the Department of 
Territories and Local Government or the Northern Territory Housing Commission, nor other 
government agencies. 

4 Rent paid to employer of household head. 

3 Includes private landlords and real estate agents. 

* Subject to sampling variability too high for most practical purposes. 


Source: ABS (1981) 


Different landlords control different types of dwellings in different locations, and such 
variation is emphatically illustrated for New South Wales, Victoria and Queensland in Tables 
14-16 which show very different housing stocks with varying mixture of houses, flats, low rise 
and high rise development. Figure 6, based on the 1978 ABS survey, illustrates the greatest total 
concentration of flats and units in Sydney and Melbourne, where they are also proportionately a 
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larger element of the rental stock than elsewhere. (At the time of the research, the ABS cross- 
classified characteristics of persons and dwellings from the 1981 census were only available for 
New South Wales, Victoria and Queensland.) 

Variations by type of dwelling, location, ownership, cost and security all add up to very 
different patterns of access, opportunity and constraint between and within States. 

Location is often very important at macro- and micro-levels. Important variations between 
types of owners and types of tenants (introduced in Chapter 3) are keys to understanding likely 
future behaviour in changing market circumstances. 


TABLE 14: TYPE OF LANDLORD BY DWELLING STRUCTURE, NSW, VIC 
AND QLD, 1981 


Separate Other 


& Semi- Medium Flats > 3 Total 

Detached Density Storeys Other % (000s) 
NEW SOUTH WALES 
Housing Authority 64 28 6 2 100 84.1 
Other Govt agency 73 21 2 4 100 19.8 
Other landlord 42 47 6 5 100 = 319.3 
Landlord not stated 49 49 6 6 100 6.7 
TOTAL 48 42 6 4 100 429.9 
VICTORIA 
Housing Authority 51 25 23 1 100 36.3 
Other Govt agency 82 15 1 2 100 13.1 
Other Landlord 48 46 1 5 100 = 215.6 
Landlord not stated 43 48 3 6 100 4.4 
TOTAL 51 4] 4 4 100 = 269.9 
QUEENSLAND 
Housing Authority 88 11 I 1 100 17.9 
Other Govt agency 93 4 : 3 100 10.5 
Other Landlord 56 39 2 3 100 = 141.1 
Landlord not stated 56 38 2 4 100 2.9 
TOTAL 61 34 2 3 100 =—-:172.3 
* under 0.5 


Source: ABS Cross-Classified Characteristics of Persons and Dwellings for NSW, VIC, and QLD, ABS Catalogue Nos 
2444.0, 2445.0, and 2446.0. 


TABLE 15: DISTRIBUTION OF PRIVATE TENANTS BY DWELLING STRUCTURE 
NSW, VIC AND QLD 1981 (Percentages) ' 


NSW VIC QLD 

Private All Private All Private All 

Tenants Households Tenants Households Tenants Households 
Separate house 37.5 74.3 43.0 79.7 52.9 83.9 
Semi-detached house 4.5 2.5 5.5 2.6 3.1 1.0 
Row/ Terrace 3:2 1.8 3.0 1.3 0.9 0.3 
Other medium density 43.3 15.4 42.5 12.8 38.1 10.8 
Flats .>3 storeys 6.2 2.8 1.2 1.1 1.7 0.9 
Caravan, houseboat 0.3 0.4 0.1 0.2 0.3 0.7 
Other not stated 5.1 2.7 4.6 2.4 2.9 2.4 
Total % 100 100 100 100 100 100 
(000s) 319.3 1662.8 215.6 1239.0 141.1 698.2 


1 Tenants paying rent to other landlords, excluding tenants of state housing authorities and other government agencies. 


Source: ABS Cross-Classified Characteristics of Persons and Dwellings for NSW, VIC and QLD, Catalogue No.s 2444.0, 2445.0, 2445.0 
and 2446.0. 
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TABLE 16: NATURE OF OCCUPANCY BY DWELLING STRUCTURE BY STATE 


(Percentages) 
Total flats, and other 
Flats over 3 storeys ‘Other medium density’ Medium density 
NSW VIC QLD NSW VIC QLD NSW VIC QLD Total 
PRIVATE SECTOR 
Owners and 
Purchasers 37 12 42 29 28 18 30 27 19 28 
Tenants of 
‘other land- 
lords’ 42 20 38 54 58 71 52 55 69 55 
PUBLIC SECTOR 


Housing Authority 
and other govt 


agencies 3 62 4 10 7 3 10 11 3 9 
OTHER 8 6 16 7 7 8 8 8 9 8 
TOTAL 100 100 100 100 100 100 100 100 100 100 
(7000s) 470 13.4 6.2 2565 159.0 75.5 303.5 172.4 81.7 557.6 


Proportion of ‘Private 
Sector’ owner- 
occupied 46 38 52 35 33 20 37 33 22 33 


1 Exluding tenants of government housing authorities and other government agencies. 


Source: ABS Cross-Classified Characteristics of Persons and Dwellings for NSW, VIC, and QLD, ABS Catalogue Nos 2444.0, 2445.0, 
and 2446.0. 


Houeeholds renting ('000) 


FIGURE 4: CUMULATIVE TOTAL OF RENTING HOUSEHOLDS BY STATE 
1976,1980 AND 1981 (’000s) 
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Issues and problems 


Profitable investment in new rental dwellings in Australia was possible in the 1960s and early 
1970s due to high effective demand. Increased cost of construction (and acquisition) compared 
to decreased rent-paying capacity (with rapid increase in poverty of many tenants) characterised 
the 1970s and more so the early 1980s. Also during the 1970s and early 1980s there was loss of 
some stock to owner-occupation with countervailing (though uncertain levels) of other newly 
available accommodation. Most newly available rental accommodation, however, was provided 
for reasons other than commercial investment based on calculations of rental income alone. 
Much was unintentional. Much, almost certainly, was in a growing informal component. 
Competition for rental accommodation ensured some growth in rents—very high in some areas— 
which squeezed poorer tenants hardest. 

We can summarise the main issues: 


(i) reduced viability of investment leading to very little new construction for renting and 
limited transfer of existing dwellings; 
(ii) loss of low-cost rental housing; 
(iii) changing nature of ‘private renting’ overall with different investors/owners; 
(iv) massive problem of tenants’ poverty (N.B. zor all tenants). 


These issues constitute different problems for different groups. There is no single problem of 
private renting, rather there are many distributional issues and areas of conflict. These must be 
examined in both policy review and policy development. 

Owners and agents complain that interest rates are too high and rents too low; they argue that 
over the last few years capital gains have failed to compensate for low rental returns. Private 
renting involves too many management hassles especially when better returns are available 
elsewhere. Investors and their advisors fear the loss of tax-deductibility and the imposition of a 
capital gains tax. Many either object to rental bond boards, as in Victoria, South Australia and 
New South Wales, or fear their creation. 

Developers share many of the concerns of owners and agents; most critically they have other 
opportunities. Even where there are few alternatives new rental housing offers no attractions. 
They are also put off by state and local government policies, though market factors are of most 
importance. 

Tenants complain of rents rising faster than incomes. They refer to growing shortages of rental 
accommodation and ever-diminishing prospects of owning their own home. Often the 
accommodation available is unsuitable, especially for larger households. 

Landlords and tenants, of course, complain about each other, though both groups emphasise 
that not all of the other group are bad. Landlords complain most about dirty tenants and rent 
defaulters. Tenants, especially where there has been little recent law reform}scomplain of 
harrassment, problems of getting bond money back, discrimination and difficulties in getting 
repairs done. 

Thus, it can be true from an owner’s or investor’s viewpoint that rent increases do not justify 
further investment, and also true that, for low-income tenants, their rents may be increasing at 
rates which are more than they can afford. The number of applicants for every vacancy, 
particularly of cheaper rented property, is almost certainly increasing in most metropolitan 
areas—rather dramatically in some places. The central problem for low-income tenants is the 
declining supply of affordable housing. 


CHAPTER 5 


A Survey of the Law Governing Private 
Residential Tenancies in Australia 


Judy Nicholson and Phillipa Weeks 


INTRODUCTION 


The English and Australian Common Law (i.e. law not codified by statute) view of the 
agreement between a landlord and a prospective tenant was that it was a contract between two 
free contracting parties who, basically, should be free to contract as they chose. In this 
framework terms as to rent, duration and repairs were agreed by the parties and the legal system 
provided remedies for breach and proceedings for recovery of possession by the landlord. 
Legislation in the nineteenth and early twentieth century modified this framework slightly by 
implying some covenants (promises) in all leases, unless specifically excluded, and limiting the 
landlord’s remedies. In particular all non-justifiable jurisdictions introduced an implied 
covenant on the part of the tenant to keep and yield up the property in good and tenantable 
repair, and provided for tenants a process of relief against forfeiture of the lease for breach of 
covenants, and all but Tasmania abolished the remedy of distress for rent, that is, the right of the 
landlord to seize the tenant’s goods when rent was unpaid. However, the landlord was still free to 
charge such rent as the market would stand; the tenant paid or was evicted. There were thus no 
legislative controls operating to prevent a landlord receiving the market return on the capital 
investment. 

Changes in social attitudes, in particular the growth of the consumer protection ethic, have 
considerably modified views as the sanctity of freedom of contract between many parties 
including landlords and tenants. The Commission of Inquiry into Poverty, in 1975, argued 
strongly that with respect to residential accommodation, as between a wealthy and possibly 
better landlord and a poorer and possibly less educated tenant, there was no equality of 
bargaining power, and, that legal principles assuming equality of bargaining caused hardship 
when that assumption was unfounded. 

Such factors have led to considerable recent changes in landlord and tenant laws affecting 
residential tenancies in some jurisdictions of Australia. It could well be that the protection given 
to tenants and the obligations and controls imposed on landlords are seen by prospective 
landlords as an unwelcome interference which could affect the market return on their capital. 
The obligations and controls are analysed in more detail below. In brief: 


1. South Australia and Victoria have a totally new legislative scheme reflecting the concerns of 
the Commission of Inquiry and the need to protect the tenant as a consumer; 

2. Western Australia and Tasmania have the common law approach. Reform legislation was in 
draft and ready for presentation to the Parliament of Tasmania in March 1982. The present 
government has no plans to proceed with the legislation for the time being; 

3. Queensland has modified reform legislation in which fundamentally the landlord takes over 
responsibility for repairs in return for the tenant receiving a less secure tenure in some 
circumstances than at common law or under statutory reforms in other jurisdictions; 

4. In New South Wales, apart from the post-war scheme of rent and eviction controls, which 
continues to operate on a shrinking number of tenancies, and regulation of bonds, there is no 
specific legislation governing residential tenancies. Reform along the lines of that in South 
Australia and Victoria is being actively considered; 

5. The Australian Capital Territory has adopted piecemeal some of the modern legislative 
reforms, but retains the outmoded post-war eviction controls. A major review of the law is in 
train; 

6. The Northern Territory is a special case. Cyclone Tracey caused a great housing shortage, 
and the Territory is still subject to Fair Renting Controls. 
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There is thus considerable divergence throughout Australia. 

One universal rule of law throughout Australia is the prohibition in the Racial Discrimination 
Act 1975 (Cth) of discrimination in the provision of accommodation on grounds of race, colour, 
national or ethnic origin. The prohibition covers refusal to lease, discrimination in the terms and 
conditions of the lease, treating a person seeking to acquire a lease or accommodation less 
favourably than any other person in the same circumstances, and terminating a lease. The Sex 
Discrimination Bill, introduced in the Commonwealth Parliament in May 1983, proposes a 
similar prohibition of discrimination on grounds of sex, marital status and pregnancy. 


NOTE ON TERMINOLOGY 


The words ‘lease’ and ‘tenancy’, ‘landlord’ and ‘lessor’, ‘lessee’ and ‘tenant’ are used 
interchangeably. 

A lease for a fixed term is a lease which expires at a specified time and no earlier, except as 
agreed or upon breach. At common law a fixed-term lease expires automatically at the end of the 
term unless the parties agree that it will continue until determined by notice. 

A periodic tenancy is a tenancy having a recurring period, which will usually be a year, a 
month or a week. The tenancy runs from week to week, month to month, year to year, and at 
common law is terminated by the landlord or tenant giving the appropriate notice. The notice is 
to be equal to the length of the period, and to terminate at the end of a complete period; the 
exception is a yearly tenancy, for which the required period of notice is six months. 

The words ‘bond’ and ‘security deposit’ are used interchangeably and refer to the amount of 
money usually required by the landlord on entering the lease as security against the tenant’s 
breach of obligations under the lease, e.g. failure to pay the rent, damage to the premises. 


TASMANIA 


The Landlord and Tenant Act 1935 applies to all private residential leases. This is basically 
nineteenth- and early twentieth-century landlord and tenant law reflecting the philosophy of 
freedom of contract. 


Rent and Rent Increases 


There are generally no legislative controls on rent or rent increases. The Substandard Housing 
Act 1973 imposes rent controls on certain substandard housing. This is a sanction against 
speculative investment in substandard housing. 


The Cost of Repairs 


There is implied in every lease of land registered under the Land Titles Act 1980 (most land) a 
covenant by the tenant to keep and yield up the premises in good and tenantable repair, damage 
by reasonable wear and tear excepted. 


Bond Moneys 

There are no restrictions on the use of bond moneys, no prohibitions on demands for other 
payments such as key money. 
Discrimination 

There is no State anti-discrimination law. 


Eviction and the Recovery of Possession 


There are no provisions protecting tenants from eviction according to the agreed terms of the 
agreement. All the traditional common law remedies for recovery of possession are still available. 
Tasmania is the only State in Australia in which the ancient remedy of distress for unpaid rent is 
still available. 


WESTERN AUSTRALIA 


As in Tasmania the law is basically nineteenth- and early twentieth-century landlord and 
tenant law reflecting the philosophy of freedom of contract. The Property Law Act, 1969-1979, 
Part VII contains most of the legislation concerning leases. 
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Rent and Rent Increases 
There are no legislative controls on rent or rent increases. 


The Cost of Repairs 

There is implied in every lease of land registered under the Transfer of Land Act, 1893-1978 
(most land) a covenant by the tenant to keep and yield up the premises in good and tenantable 
repair, damage by fair wear and tear excepted. 


Bond Moneys 


The one concession to the consumer protection ethic in Western Australia has been to provide 
that disputes between a landlord and tenant of a dwelling with respect to bond moneys up to 
$1,000.00 can be resolved in the Small Claims Tribunal (Small Claims Tribunal Act, 1974- 
1981). No party may have legal representation in a Small Claims Tribunal. Disputes are usually 
resolved swiftly. 


Discrimination 
There is no State anti-discrimination law. 


Eviction and the Recovery of Possession 


There are no provisions protecting tenants from eviction according to the agreed terms of the 
agreement. The traditional common law remedies for recovery of other than distress for rent are 
still available. 


NORTHERN TERRITORY 


The Northern Territory has a two-fold alteration of the basic common law. The housing 
shortage following Cyclone Tracey brought about rent controls, and many tenant protection 
provisions are in force. The Tenancy Act 1979 applies to all residences, caravans and 
demountable buildings leased for residential purposes other than those used in the tourist 
industry. It does not bind the Crown. 


Rent and Rent Increases 


Part II of the Act set up a comprehensive system of fair renting. In making his determination 
the Commissioner is directed to be guided, iter alia, by the need to provide a reasonable return 
to the lessor having regard to the market value of the premises and the rate of interest fixed by the 
Minister. 

The Commissioner’s determination varies contractual rights and it is an offence to let at 
excessive rent. The determination expires six months after the date on which it takes effect. 
Premiums, e.g. key money, are prohibited. 


The Cost of Repairs 


There is implied in every lease of premises a covenant by the landlord to provide and, during 
the tenancy, maintain the premises in good tenantable repair and in a condition fit for human 
occupation. The estimated cost of such repairs is taken into account in determining the fair rent. 


Bond Moneys 


The maximum bond payable is not to exceed 4 weeks’ rent. The money can be used only: (a) to 
make good any damage to the premises occasioned during the tenancy; (b) to clean premises left 
unreasonably dirty; and (c) to recover unpaid rent. 


Discrimination 


It is an offence to refuse to let a dwelling to any person on the ground that it is intended that a 
child shall live in it. It is also an offence to refuse to renew a lease, or to terminate a lease, on the 
ground that the lessee has joined an association of tenants whose objects include the 
advancement of their mutual interests. 
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Eviction and the Recovery of Possession 


The principal reasons for which the landlord may give the tenant notice to quit are: (a) failure 
to pay rent; (b) breach of the terms of the lease; and (c) because the landlord or a successor 
requires the premises for personal use. The length of notice varies according to the reason for the 
notice, from 2 days to a maximum of 8 weeks. In addition, for periodic leases, a landlord may 
give notice to quit without specifying any grounds. The period in this case is 60 days. The Act 
also regulates the situation where a landlord gives notice to quit in retaliation for the tenant 
seeking a fair rent determination. The Act establishes a Tenancy Tribunal to settle disputes 
arising under the Act. 


AUSTRALIAN CAPITAL TERRITORY 


The Landlord and Tenant Ordinance 1949 applies to all private residential leases in the ACT. 
The Ordinance does not cover Government tenancies which comprise approximately 44 per cent 
of renting households and 13 per cent of all households. 

The Ordinance protects the tenant’s tenure by prescribing an exclusive code for recovery of 
possession by the landlord, and regulates rent increases and bond payments. Miscellaneous 
provisions are also noted. 


Eviction and the Recovery of Possession 


A landlord may only terminate a tenancy, whether fixed-term or periodic, at the expiry of the 
agreed term or period or during the term, by following the procedure prescribed in Part III of 
the Ordinance, unless the landlord has obtained a certificate of exemption from the Minister of 
Territories. Certificates are issued at the Minister’s discretion for short-term leases (less than six 
months) and when the landlord who normally lives in the premises is leaving Canberra for a 
time and wishes to be able to recover the premises quickly on return. 

The majority of residential tenancies in Canberra, then, are governed by Part III, which 
provides that a tenancy may be terminated only if the landlord gives to the lessee a notice to quit 
on one of the prescribed grounds and for a prescribed period, notwithstanding any terms of the 
agreement such as a provision that the tenancy will terminate on a specified date or upon 
specified notice by the landlord. 

The fifteen prescribed grounds fall into two broad categories: (i) tenant’s breach of obligations, 
and (ii) landlord’s (or successor’s) reasonable requirement of the premises for personal use. A 
number of grounds have very limited practical significance. The most important are: 


(a) failure of tenant to pay rent for a specified period, ranging from 7 to 28 days depending on 
the period of occupation; 

(b) tenant’s failure to observe or perform a term or condition of the lease; 

(c) tenant’s failure to take reasonable care of the premises; 

(d) assignment or sub-lease without landlord’s consent; 

(e) landlord (or purchaser) reasonably requires the premises for personal residence (including 
residence of dependants) or business. 


In the case of an unexpired fixed-term tenancy, the landlord may rely on a prescribed ground 
for a notice to quit only if the lease agreement specifies that ground to be a ground for 
termination. Notably the standard form tenancy agreement of the Real Estate Institute of the 
ACT covers grounds (a), (b), (c), (d), and to a certain extent (e). 

The prescribed period of notice to quit depends on the length of occupation, ranging from 7 
days to 30 days unless the lease specifies a longer period. The landlord may commence 
proceedings in the Court of Petty Sessions to recover the premises, or eject the tenant if the 
tenant has not left the premises on expiry of the period of notice. In the proceedings the Court 
must consider any hardship of an order on either party. The Court may refuse to eject a tenant 
even though the landlord establishes one of the prescribed grounds. If the Court refuses to make 
an order in favour of the landlord, the landlord is barred for six months from serving another 
notice to quit on the tenant without first obtaining leave of the Court. 

(Part IIIA extends greater security of tenure to certain servicemen, ex-servicemen and their 
dependants). 
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Rent and Rent Increases 


Since 1981 there has been no regulation of rent levels. Between September 1973 and 
December 1976 a compulsory Fair Rent scheme operated with the object of reducing high 
market rents at a time of acute shortage of rental accommodation. From December 1976 until 
1981 Fair Rent determinations were made only if sought by the landlord or tenant. 

The Ordinance does regulate rent increases. In order to raise the rent, the landlord must give 
the tenant 90 days’ written notice. The landlord may invoke this procedure regardless of the 
terms of the lease agreement as to the rent payable during the term. However, on receiving notice 
of rent increase, the tenant may terminate the tenancy by giving the landlord written notice at 
least 14 days before the date on which the increase was to take effect, and the tenant will not be 
liable for damages for early termination of the lease. Any agreement between the parties to vary 
this procedure for rent increases is void. The landlord may not increase the rent within six 
months of an earlier rent increase. 


Bond Moneys 


The maximum bond payable to a landlord by a tenant is the equivalent of 4 weeks’ rental. The 
bond must be repaid to the tenant within 28 days after the tenant leaves the premises, without 
deduction other than for: (i) rent owed by the tenant; and (ii) repairs and restoration of loss, 
damage or deterioration, other than fair wear and tear, caused by the tenant or anyone on the 
premises with the tenant’s consent. There is no specialised procedure to deal with disputes over 
bonds. 


Prohibited Payments 
The following payments are prohibited, both to give and receive: 


(i) payments in exchange for grant of a lease, or for assignment, transfer, renewal or extension 
of a lease, consent to a sub-lease, or vacating premises; 
(ii) bond in excess of four weeks’ rent; 
(iii) _key-money; 
(iv) payment for information as to a tenancy. (Exception for real estate agents’ commission.) 
Illegal payments may be recovered as debts, or the tenant can deduct the payment from rent 
within six months of payment. 


The Cost of Repairs 


A landlord may not let a dwelling-house which is not at the date of the lease in fair and 
tenantable repair and may not make it a condition of granting a lease of a dwelling-house that the 
lessee shall effect any improvements, alterations or repairs at the lessee’s expense. 


Discrimination 
A landlord or agent may not discriminate against applicants for a lease who have children, and 
the onus of proof of the reason for refusing a lease to such an applicant lies on the landlord or 


agent. Neither a landlord nor agent may discriminate against a person because that person has 
taken proceedings under the Ordinance. 


NEW SOUTH WALES 


New South Wales, like Western Australia and Tasmania, does not have a general legal regime 
for residential tenancies. The only specialised legislation applying to all residential tenancies 
concerns rental bonds; there are, in addition, statutes of general application on discrimination 
and contract review which affect residential tenancies. In addition, there is a small and declining 
amount of rental housing subject to the post-war scheme of rent and eviction controls of the 
Landlord and Tenant Act (Amendment) Act, 1948 (LTAAA 1948). For the bulk of residential 
tenancies in New South Wales then, legal regulation comprises the traditional implied covenants 
and statutory restrictions on landlords’ remedies outlined in the Introduction, which govern 
leases in general. 

In 1980 a Report of the Landlord and Tenant Act Reform Committee was circulated for public 
comment; this report recommended dramatic change in the direction of phasing out the 
tenancies protected under LTAAA 1948 and constructing a comprehensive code for residential 
tenancies on the Victorian and South Australian models. 
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Bond Moneys 


In accordance with the Landlord and Tenant (Rental Bonds) Act, 1977 all bonds paid by 
tenants to landlords must be deposited with the Rental Bond Board, a statutory authority. The 
maximum bond for unfurnished premises is 4 weeks’ rent, and for furnished premises 6 weeks’ 
rent. Disputes over return of bond money are heard in the Consumer Claims Tribunal or the 
Court of Petty Sessions. There is a small fee for lodging a claim. 


Discrimination 


The Anti-Discrimination Act, 1977, prohibits discrimination in the provision of 
accommodation on the grounds of race, sex, marital status or physical impairment, except in 
respect of premises which are the residence of the person providing the accommodation. 


Contract Review 


The Contract Review Act, 1980 (which empowers the Supreme Court and the District Court 
to grant relief from contracts which are unjust) extends to leases, indeed any contract for 
provision of accommodation. The notion of ‘unjust’ involves harshness and unconscionability, 
that is, abuse of power by one party. The court must consider a wide range of factors including 
the public interest; inequality of bargaining power of the parties; age and capacity, economic 
circumstances and education of the parties; the language and form of the contract, and its 
commercial setting and purpose. If the court decides that the contract is unjust it may grant 
relief by: 

(i) refusing to enforce the contract in whole or in part; 

(ii) declaring the contract void in whole or in part; 
(ili) varying the terms of the contract; 
(iv) ordering that an instrument affecting land (including a lease) be varied or terminated. 


Prescribed Premises 


Residential premises which are ‘prescribed premises’ under the LTAAA 1948 are subject to 
the following controls: 


(a) limitation on rent; 
(b) protection of tenure of tenant; 
(c) miscellaneous limitations. 


Broadly, prescribed premises are dwelling-houses (excluding mixed residential/commercial 
premises and certain holiday premises) which do zor fall into the following categories: 


(a) dwelling house being erected at, or erected after, 16 December 1954; 

(b) residential units (defined as part of a dwelling house which came into existence as a result of 
conversion of the dwelling house into parts) which came into existence on or after 1 January 
1969; 

(c) premises of which vacant possession was obtained on or after 1 January 1969, or which were 
occupied personally by the landlord (or successor) on or after 1 January 1969, and are the 
subject of a lease executed, witnessed, certified and registered in accordance with the 
procedural provisions of s.5A; 

(d) premises which at 1 January 1969 were subject to a lease which had been registered 
according to the procedure prescribed by the former (since repealed) s.5A as in force at the 
time when registration was effected. 


Premises once excluded by registration of a lease under s.5A remain excluded. The Act also 
empowers the Governor to extend the application of the Act to other premises, and conversely 
premises may be excluded wholly or partially from operation of the Act. 

Consequently, there may be uncertainty from time to time as to whether premises are 
controlled. It is estimated that there are 20,000 controlled or protected tenancies in New South 
Wales concentrated in inner Sydney. The number is declining as leases are registered under s.5A 
although ‘new’ protected tenancies can come to light, particularly in respect of old premises. 
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Rent for Prescribed Premises 


The rent payable for prescribed premises is the ‘fair rent’, which is either determined by the 
Fair Rents Board or agreed by the landlord and tenant in compliance with specified procedure. 
Rent paid in excess of the fair rent may be recovered by the tenant as a debt. 


(i) Determination by Fair Rents Board 
The Board ascertains the fair rent at 31 August 1939 (or date of erection, if later) and adjusts 
that rent by reference to specified matters, which largely concern increases in costs and 
services. The landlord may apply to the Board to increase the rent to a current market rental 
on showing that the combined income of the occupants of the premises exceeds $10,000 per 
annum (after certain deductions). 

(ii) $.17A Agreement 
The landlord and tenant may fix the rent at any amount by agreement in writing executed by 
both landlord and tenant and registered with the Rent Controller. The tenant’s signature 
must be witnessed and certified by a solicitor or court clerk. 


Termination and the Recovery of Possession 


The 1948 Act prescribes exclusively the means by which a landlord may terminate a tenancy of 
prescribed premises and recover possession. Termination requires a written notice to quit on one 
of the prescribed grounds and for a prescribed period, and a landlord may not commence court 
proceedings to recover possession until expiry of the notice. 

There are some twenty-eight grounds, many of which are of little practical significance, since 
the factual basis rarely exists or proof is difficult. The grounds commonly relied on are: 


(a) rent is in arrears; 

(b) tenant has obtained occupancy by means of an assignment or sub-lease for which the 
landlord did not give consent; 

(c) the landlord (or purchaser) reasonably requires the premises for personal occupation; 

(d) the premises are reasonably required for reconstruction, demolition or removal; 

(e) the means of the tenant (and those residing in the premises) are sufficient for them to acquire 
or lease other premises. 


(A ground added to the Act in 1979 is the use of the premises for prostitution or soliciting.) 
The landlord may give a notice to quit on a prescribed ground to a tenant of an unexpired fixed- 
term lease only if the ground is specified in the lease agreement as a ground of termination. The 
period of notice to quit depends on length of occupation, ranging from 7 to 30 days, unless the 
lease specifies a longer period. The usual period of notice is thirty days. 

If the tenant does not vacate, the landlord may commence proceedings in the Court of Petty 
Sessions to evict the tenant. THe landlord must prove: 


(i) that the ground(s) relied on in the notice to quit is/are true; 
(ii) that the balance of hardship favours the landlord. 


In some circumstances the court is required to consider the availability of reasonably suitable 
alternative accommodation, but generally this factor is relevant to hardship. The magistrate has 
an open discretion, and may refuse to eject a tenant even though one of the prescribed grounds is 
established. If the court refuses to make an order in favour of the landlord, there is a 12 month 
bar on any further notice to quit except by leave of the court. If the landlord is successful, costs 
are not awarded against the tenant. 


Protection of Members of the Family of a Deceased Tenant 


Certain family members of a deceased tenant who lived with the tenant and are actually in 
possession of the premises immediately after the tenant’s death are entitled to continue in 
residence. The landlord may bring proceedings for recovery of possession from the family 
member, but must comply with the requirements as to prescribed grounds, notice, etc. (Part V 
extends greater security of tenure in prescribed premises to certain servicemen, ex-servicemen 
and their dependants.) 
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Miscellaneous Limitations 


When selling the premises, the landlord must first offer to sell to the tenant. It is an offence to 
refuse to let the premises to a person on the ground that children will live there. A landlord 
cannot let prescribed premises which are not in fair and tenantable repair at the time of letting. 

Certain payments are prohibited (both to give and to receive): for example, payment for grant, 
acceptance, assignment, transfer, surrender, renewal and extension of a lease, for vacating or 
parting with possession; key-money; payment for information about leases advertising 
availability of prescribed premises—exception for real estate agent’s commission, solicitor’s fees, 
and newspaper advertising charges. 

The landlord’s implied right to enter the premises to view the state of repair is regulated as to 
days, times, and the necessary notice. 


SOUTH AUSTRALIA 


The Residential Tenancies Act, 1978-1981 established a comprehensive code for residential 
leases, modifying the contract between landlord and tenant: regulating the grounds and 
procedure for terminating a tenancy and eviction; regulating rent increases, reducing ‘excessive’ 
rent and controlling bond money; prescribing mandatory rights and obligations of landlord and 
tenant. The Act also created a specialised Residential Tenancies Tribunal to adjudicate disputes, 
supported by advisory, investigatory, conciliatory, research and educational functions of the 
Commissioner for Consumer Affairs. This extensive intervention in the landlord-tenant 
relationship contrasts markedly with the traditional legal policy towards leases, which did not 
distinguish between residential and other types of tenancy, which imposed only minimal 
restrictions on the freedom of contract, and which imposed more, and greater, obligations on 
tenants than on landlords. 

The Act applies to all residential tenancy agreements entered into, renewed, assigned or 
transferred on or after 1 December 1978, and periodic tenancies entered into before 1 December 
1978 and continuing after 16 April 1981. 

The broad definition of residential tenacy agreements embraces licences to occupy premises as 
well as leases but the Act expressly does not apply to: hotels, motels, nurses’ homes, student 
residences, homes for the aged and disabled, clubs; to agreements related to sale or mortgage of 
the premises, to boarding or lodging agreements, or to the South Australian Housing Trust; or to 
mixed residential/commercial premises. The Tribunal may exempt a tenancy agreement or 
premises from all or part of the Act. The number of exemptions granted is small (33 in 1979- 
1980, 26 in 1980-1981) and few involve total exemption. Some grounds for the exemptions 
between 1979 and 1981 were dealt with by amendments to the Act in 1981, and therefore 
exemptions are expected to decline even further. 


Recovery of Premises 


Unlike the LTAAA 1948 (NSW) and the Landlord and Tenant Ordinance 1949 (ACT) the Act 
does not entrench the tenant’s tenure. Generally, a landlord is entitled to possession of the 
premises at the expiry of a fixed-term tenancy, or during the term if the tenant breaches the 
conditions of the lease; in the case of a periodic tenancy, either the landlord or the tenant may 
bring the tenancy to an end by giving notice. The Act does prescribe periods of notice, which 
vary with the circumstances of the termination, and provides an exclusive procedure for the 
landlord to recover possession. 


(a) Fixed-term Tenancy 

A fixed-term tenancy, as at common law, expires at the end of the term. If the tenant fails to 
vacate the premises, the landlord may, within 30 days, apply to the Tribunal for orders for 
termination of the agreement and possession of the premises. If the tenant breaches the 
agreement then the landlord may give 14 days’ notice of termination. 


(b) Periodic Tenancy 


The tenant may at any time give notice of termination; the period must be at least 21 days, and 
no reason need be given. The landlord may terminate a periodic tenancy by notice in the 
following circumstances: 
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(i) no reason given—at least 120 days’ notice; 
(ii) premises required by landlord for demolition, renovation, personal occupation or sale—60 
days’ notice; 
(iii) tenant is in breach of the agreement (and in case of non-payment of rent, is in arrears of 14 
days)—14 days’ notice. 
(c) All Tenancies 


When the premises are destroyed or unfit for habitation the landlord may give 7 days’ notice of 
termination. 

If a tenant has not vacated the premises on the last day of a fixed term or the day specified in a 
notice of termination, then the landlord may seek an order for termination and possession from 
the Residential Tenancies Tribunal. The Tribunal will grant an order if it is satisfied that the 
landlord has good grounds, it may suspend the operation of an order for up to 90 days in 
consideration of the relative hardship, or may refuse an order in certain circumstances; for 
example, if the tenant has remedied the breach complained of by the landlord. Orders for 
possession are, when necessary, enforced by a bailiff of the Tribunal. In the 12 months 1980- 
1981, for example, 56 orders for possession were not complied with, necessitating enforcement 
by the bailiff. 

If the tenant has intentionally or recklessly caused serious damage to the premises, or injury to 
the landlord, agent or neighbours, then the landlord may apply immediately to the Tribunal to 
recover possession without giving notice to quit. And the landlord may also apply to the 
Tribunal for immediate termination and possession on the ground that the notice requirements 
would inflict undue hardship on the landlord. The most common grounds relied on by landlords 
in seeking an order for termination are rent arrears, hardship of landlord, tenant intentionally 
causing serious damage, and breach of tenancy agreement by damage. (Note that a landlord’s 
right to terminate a tenancy agreement covering premises subject to a notice given under the 
Housing Improvement Act, 1940-1978—a notice declaring the premises substandard or fixing 
maximum rent—is more limited and is supervised by the Tribunal.) 

A tenant cannot give notice of termination on the ground of the landlord’s breach of the 
tenancy agreement, but may apply to the Tribunal for an order terminating the tenancy. In the 
year 1979-1980, one such application was granted. 


Rent and Rent Increases 


In a fixed-term tenancy the rent cannot be increased during the term unless the agreement 
specifically provides for increase. Where rent may be increased, no increase is permitted in the 
first 6 months of the tenancy, or within 6 months of an earlier increase. The landlord must give 
at least 60 days’ written notice of the increase. 

A tenant may at any time seek from the Residential Tenancies Tribunal a declaration that the 
rent for premises is excessive. The Tribunal must consider rent of comparable premises, capital 
value, cost of outgoings and services, value of fittings and quality of amenities, and, having 
regard to the justice and merits of the case, may fix the rent payable for a period of 12 months. In 
the year 1979-1980, twelve applications were made by tenants and eight were granted, and, in 
1980-1981, eleven applications were made and three were granted. 

At the beginning of a tenancy a landlord can demand payment in advance of no more than two 
weeks’ rent. 

The Housing Improvement Act, 1940-1978 vests power in the South Australian Housing 
Trust to control the rent of substandard premises, that is, premises which are undesirable or unfit 
for human habitation. Some thousands of houses are subject to maximum rent orders; in the year 
1979-1980, 241 new maximum rents were imposed. 


Bond Moneys 


The ceiling on bond payments is 4 weeks’ rent, unless the weekly rent exceeds $150. The 
bond for premises in metropolitan Adelaide must be lodged with the Residential Tenancies 
Tribunal by the landlord or agent. At the termination of the tenancy the Tribunal pays out the 
money as agreed between the landlord and tenant or, in the absence of agreement, determines 
the appropriate amount(s). 
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Rights and Obligations 


The Act prescribes as terms of every residential tenancy agreement the following obligations of 
landlords which add to, or are more onerous than, the traditional common law and statutory 
obligations of lessors: 


(a) pay rates and taxes other than excess water; 

(b) provide the premises in a reasonable state of cleanliness; 

(c) provide and maintain the premises in a reasonable state of repair, including the appliances 
supplied; 

(d) compensate the tenant for the cost of repairs not performed by the landlord when the 
disrepair causes inconvenience or damage to the tenant; 

(e) not cause or permit interference with the reasonable peace, comfort or privacy of the tenant 
(and breach of this term by the landlord in circumstances amounting to harassment attracts 
criminal as well as civil liability); 

(f) provide and maintain locks. 


Obligations imposed on tenants as statutory terms of the agreement include the following: 


(a) keep the premises reasonably clean; 

(b) notify landlord of any damage to the premises; 

(c) not intentionally or carelessly damage the premises; 
(d) not use premises for any illegal purpose; 

(e) take responsibility for any damage caused by guests. 


In the absence of the tenant’s consent or an emergency, the landlord’s right to enter the 
premises is circumscribed as to reasons, timing and necessary notice. For example, the landlord 
may show the premises to prospective tenants at a reasonable hour on a reasonable number of 
occasions during the last 28 days of the tenancy, after giving reasonable notice to the tenant. 

The regulations prescribe two further responsibilities of the landlord: to provide the tenant 
with an information sheet outlining the respective rights and obligations under the Act and the 
machinery for advice, complaints and adjudication of disputes and, at the time of entering into 
an agreement, to complete and provide to the tenant two copies of an inspection sheet which 
details the contents and condition of the premises. 


The Residential Tenancies Tribunal 


The Tribunal is a specialist administrative tribunal empowered to make binding orders on all 
aspects of residential tenancy agreements. The purpose of establishing this Tribunal was to 
facilitate informal, cheap and efficient resolution of disputes. Applications must be heard, where 
practicable, within two weeks, so that both landlords and tenants benefit from the new 
procedures. The Tribunal has exclusive jurisdiction in that it deals initially with all matters 
arising under the Act except for monetary claims in excess of $2,500; appeals can be taken to the 
Local Court except in proceedings concerning a monetary claim for a sum less than $1,000. 
Proceedings are informal, lawyers may appear only in limited circumstances, and costs are 
usually not awarded. Real estate agents frequently represent landlords. 

Initially matters are referred to the Residential Tenancies Branch of the Department of Public 
and Consumer Affairs, which advises landlords and tenants and investigates their complaints. If 
the dispute cannot be resolved by negotiation then it is referred to the Tribunal for 
determination. 


1979-80 1980-81 


Inquiries 59,519 67,204 
Complaints 2,334 4,249 
Prosecutions 27 18 


In 1979-1980 nearly two-thirds of the formal complaints were made by landlords, and in 
1980-1981 over 80 per cent of complaints came from landlords—the majority concerned bond 
money. 

Prosecutions of landlords and agents arising from complaints usually involved failure to pay 
bond money to the Tribunal, and failure to supply information or inspection sheets. 
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Discrimination 

The Act prohibits discrimination against prospective tenants with children. Notably, in the 
1979-1980 Report on the Residential Tenancies Act, the Commissioner for Consumer Affairs 
remarked that ‘it is unlikely that a successful prosecution will be achieved for breach of this 
section, due to the difficulties in proving the offence.’ 

Also the Sex Discrimination Act, 1975 and the Racial Discrimination Act, 1976 prohibit 
discrimination in the provision of accommodation, which includes leasing, on the grounds of 
sex, marital status and race. The Sex Discrimination Act provides an exception for premises 
which are the landlord’s residence. The Act sets up specialist administrative machinery to deal 
with complaints of discrimination, whereas the Racial Discrimination Act imposes a penalty of 
$500 for an offence of discrimination. 


VICTORIA 


The Residential Tenancies Act 1980, like the 1978 South Australian statute, reformed landlord 
and tenant law for residential tenancies by codifying and re-orienting the rights and obligations 
of landlord and tenant, and establishing specialist machinery to investigate and adjudicate 
disputes between them. As with the South Australian statute 


The majority of the legislative reforms benefit tenants rather than landlords. ... 
However, the bias is more apparent than real. The legal rights accorded to tenants at 
common law were so minimal that any legislative readjustment to the parties’ rights with 
a view to putting the parties on a more equal footing is bound to give the appearance of 
being tenant-oriented. ... Thus, the Act should be seen as an attempt to redress the 
previous imbalance between the parties’ rights rather than an attempt to discriminate 
against landlords. (Bradbrook, Gardam and MacCallum, 1982: 7) 


The Act makes extensive provision on termination, and landlord’s recovery of possession; 
regulates rent increases, ‘excessive’ rent, and bond money; prescribes a standard form of tenancy 
agreement containing the new range of rights and obligations which, especially for landlords, 
exceed the meagre responsibilities and entitlements traditionally supplied by the common law 
and landlord and tenant (and general property) legislation; and phases out the rent controls of 
the Landlord and Tenant Act 1938 [LTA 1958]. 

The Act applies to all residential tenancy agreements, written or oral, express or implied, 
entered into on or after 9 November 1981, including tenancies granted by the Crown (e.g. the 
Housing Commission). Excluded expressly from the Act are: premises let for the purpose of a 
business; farms; an agreement related to sale or mortgage of the premises, or the tenant’s 
employment; a tenancy for a term exceeding 5 years unless the agreement provides for early 
termination by notice; a tenancy for a fixed term of less than 60 days of the landlord’s principal 
place of residence; hotels, motels, hostels, educational institutions, hospitals, nursing homes, 
and homes for the aged or disabled; holiday homes; and, for a transitional period, up to two 
years, premises protected under the LTA 1958. The Residential Tenancies Tribunal may exempt 
a tenancy agreement from all or part of the Act on the ground of severe hardship to landlord or 
tenant. 


Termination and the Recovery of Possession 


As with the South Australian statute, the Act does not prolong the tenant’s occupation beyond 
the terms of the tenancy agreement, as the post-war legislation did, but imposes notice 
requirements of varying periods, depending on the circumstances of the termination, and 
provides a mandatory procedure before the Tribunal for recovery of possession which is more 
speedy and efficient than the former court procedure. The landlord may give notice of 
termination in the following circumstances: 


(a) tenant’s conduct causes malicious damage to the premises or endangers the safety of 
neighbours—immediate notice; 

(b) premises are destroyed, unsafe or unfit for habitation—immediate notice; 

(c) certain breaches of the tenancy agreement (e.g. non-payment of rent or bond, assignment 
without consent)—14 days’ notice; 
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(d) tenant’s non-compliance with obligations imposed by the Act (e.g. unclean premises or 
damage)— 14 days’ notice to remedy, and if not remedied, 14 days’ notice of termination; 

(e) premises required for demolition, renovation, business, or personal occupation by landlord, 
or sale—60 days’ notice, unless varied expressly in a fixed-term tenancy agreement, and 
expiring in the case of a fixed-term tenancy no earlier than the last day of the term; 

(f) without cause (and this covers expiry of a fixed-term tenancy and termination of a periodic 
tenancy (b) notice)—6 months’ notice, unless varied expressly in a fixed-term tenancy and 
expiring in the case of a fixed-term tenancy no earlier than the last day of the term. 
(Therefore a landlord may terminate by notice any periodic tenancy, including a weekly 
tenancy, only by six months’ notice.) 


If the tenant does not give up possession at the expiry of the notice, the landlord must apply to 
the Tribunal for an order for possession, which will be granted if the landlord was entitled to give 
the notice and the tenant received a copy of the landlord’s application to the Tribunal. Unlike its 
South Australian counterpart, the Victorian Tribunal’s power to order recovery is not 
discretionary. The order authorises the issue of a warrant of possession at the request of the 
landlord. The Tribunal does have a discretion to delay the issue of the warrant for up to 30 days 
after the order for possession is made, if the balance of hardship of postponement favours the 
tenant. Warrants are executed by the police. 

The tenant may also terminate the tenancy agreement: without notice if the premises are 
destroyed or unfit for habitation; by 28 days’ notice at the end of an agreed term (unless a fixed- 
term tenancy agreement specifies a different period), so that if terminating a weekly, monthly or 
yearly tenancy the tenant must give the same—28 days’—notice; for breach of obligations 
imposed on the landlord by the Act (e.g. not vacant, not clean, no locks, no repairs, unreasonable 
entry), by 14 days’ notice requiring remedy, and if not remedied, 14 days’ notice of termination. 

When an application for an order for possession is made, or a tenant abandons the premises, a 
person who usually lives on the premises who is not a party to the agreement may apply to the 
Tribunal on the ground of severe hardship for an order requiring the landlord to enter into an 
agreement with that person. 


Rent and Rent Increases 


The Act is not a rent control measure—landlord and tenant are free to negotiate the rent 
payable—but the Act does regulate rent increases and ‘excessive rents’. A landlord may increase 
rent only at intervals of at least six months, and if: (a) there is a clause in the tenancy agreement 
allowing an increase, and (b) the landlord gives the tenant at least 60 days’ notice. A tenant can 
ask the Director of Consumer Affairs to investigate and report on alleged ‘excessive rent’ in two 
circumstances: where there has been a withdrawal of services or facilities provided by the 
landlord, or where the landlord has served a notice to increase the rent and the tenant considers 
the increase excessive. After receiving the Director’s report the tenant may apply to the 
Residential Tenancies Tribunal for a declaration that the rent is excessive; a declaration bars the 
landlord from increasing the rent for twelve months. 

Where rent is payable weekly, the landlord cannot demand more than two weeks’ rent in 
advance. In other cases, where the rent is less than $100 per week, the landlord cannot demand 
more than one month’s rent in advance. 


Security Deposit 

The Act requires that security deposits be paid into a trust account with an approved bank. 
Rather than pay a security deposit a tenant can opt to enter into a contract of insurance (for an 
amount which does not exceed the required security deposit). A security deposit cannot exceed 
one month’s rent unless: 


(a) the weekly rent exceeds $100; 

(b) the premises are the landlord’s principal place of residence; or 

(c) the Director of Consumer Affairs or Residential Tenancies Tribunal determines a higher 
amount. 


When a landlord requires payment of a security deposit the tenant must be given two copies of 
a condition report. The tenant must return one copy of the report stating whether or not it is 
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correct. The report is designed to overcome disputes at the end of the tenancy agreement. The 
security deposit must be distributed within 14 days of termination of the tenancy. If the landlord 
and tenant dispute their entitlements the Tribunal may adjudicate. 


Rights and Obligations 


The Act prescribes as incidents of every tenancy agreement the following obligations of 
landlords which exceed the traditional common law and statutory obligations: 


(a) provide the premises in a reasonably clean condition; 

(b) maintain the premises in good repair; 

(c) provide locks; 

(d) pay rates and taxes (unless fixed-term tenancy in excess of one year); 

(e) supply tenant with a copy of the tenancy agreement and a prescribed Statement of Rights 
and Duties; 

(f) compensate the tenant for urgent repairs of, for example, water service, sewerage, electrical 
or gas faults. 


Statutory terms whch impose obligations on the tenant include the following: 


(a) refrain from causing nuisance or using premises for illegal purposes; 

(b) Keep the premises reasonably clean and take care to avoid damage; 

(c) notify landlord of damage; 

(d) refrain from installing fixtures, making alterations or additions without the landlord’s 
permission. 


The landlord’s right to enter the premises, in the absence of the tenant’s permission, is 
regulated as to grounds, timing and necessary notice. For example, the landlord may not enter 
between 6 p.m. and 8 a.m., and must give at least 24 hours’ notice, for the purposes of, inter 
alia, inspecting the premises or showing premises to prospective tenants, buyers or lenders. 


Standard Agreement 


Although the Act does not require tenancy agreements to be in writing, if a written lease is 
entered into it must be similar to the standard form. 


Residential Tenancies Bureau and Residential Tenancies Tribunal 


The Bureau, a section of the Department of Consumer Affairs, offers general advice and 
assistance to tenants and landlords, and receives complaints on which it acts as mediator. If a 
dispute cannot be settled informally, it is usually adjudicated by the Tribunal, a specialist body 
designed to provide quick, informal and inexpensive resolution of tenancy disputes. The 
Tribunal has jurisdiction over any matters arising in relation to a tenancy agreement, but cannot 
determine a monetary claim in excess of $1500 without the consent of both landlord and tenant. 
Unlike the South Australian Tribunal, the Victorian Tribunal does not have exclusive 
jurisdiction, so that, for example, a landlord may put the tenant to potentially more costly 
proceedings in the Supreme Court. Proceedings before the Tribunal are informal, and legal 
representation is permitted in few circumstances. 

Statistics available on the first period of application of the Act, from 9 November 1981 to 30 
June 1982 reveal different patterns from the South Australian experience, but the difference is 
largely explicable by the relative novelty and limited coverage of the legislation in this period. 

Of a total of 1,391 complaints received by the Bureau, 90.2 per cent were lodged by tenants, 
and to a large extent concerned bonds (28.5 per cent), rent (24.5 per cent), repairs and 
maintenance (20.7 per cent) and termination (12 per cent). By contrast, over 90 per cent of 
applications to the Tribunal for determination came from landlords, and the overriding issue 
which landlords brought to the Tribunal was possession, usually sought on the basis of rent 
arrears. The rate of applications was rising in the eight-month period and an annual figure of 
7,500 has been predicted. 


Discrimination 
A landlord cannot refuse to let premises to a person on the grounds that the proposed tenant 
intends to live in the premises with children: exceptions are; (a) the premises are the landlord’s 
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principal place of residence; (b) the landlord is an organisation receiving financial assistance for 
provision of housing to lone persons or childless couples; or (c) the Tribunal, on the application 
of the landlord, is satisfied that the premises are unsuitable for children because of the design or 
location. 

Also the Equal Opportunity Act 1977 prohibits discrimination in the provision of 
accommodation, which includes leasing, on the grounds of sex or marital status, except for 
premises which are the landlord’s residence. The Act also prohibits discrimination on the 
grounds of physical impairment and makes specific provision on alteration of premises and guide 
dogs. The Act establishes specialised administrative machinery to handle complaints and 
investigate situations of discrimination. 


Substandard Housing 


The Housing Act 1958 empowers the Housing Commission to declare premises either unfit 
for habitation or in a state of disrepair and to order demolition or repair. 


QUEENSLAND 


Queensland has some, but not all, of the reforms adopted in other States in the 1970s. The 
Residential Tenancies Act 1975 applies to all residential premises excluding those ordinarily let 
for holiday purposes. 


Rent and Rent Increases 


Subject to the terms of the tenancy agreement a landlord may vary the rent for other than a 
fixed-term tenancy by giving one month’s notice in writing. Any provision in the agreement 
providing for a lesser period of notice shall be read as giving one month’s notice. 


The Cost of Repairs 


There is implied in every tenancy agreement an obligation on the part of the landlord to 
provide and maintain the premises in good repair, and in a condition fit for human habitation 
and to keep the common areas in a clean and safe condition. (This last could be onerous in large 
multi-storey apartment blocks; it also raises implications as to the landlord’s liability for injury.) 
It is not possible to contract out of this obligation. 


Bond Moneys 


There are no restrictions on the use of bond moneys, no prohibitions on demands for other 
payments such as key money. The cheap and speedy procedures of the Small Claims Tribunal 
are available to tenants for the recovery of bond moneys (Small Claims Tribunal Act 1973-1978). 


Discrimination 
There is no State anti-discrimination law. 


Eviction and the Recovery of Possession 


Little legislative protection is given to the tenants. A tenant in breach of any of the covenants 
either implied or specified in the agreement can be evicted on 14 days’ notice. In addition, for 
periodic leases, subject to the terms of the agreement, a landlord may give not less than one 
month’s notice to quit even when there has been no breach. The section gives the tenant no 
protection against action by a landlord retaliating because the tenant has made demands for 
repairs. The Act does not establish a specialist Tenancy Tribunal. Proceedings to recover 
possession must be taken in a Magistrate’s Court. The Court has no discretion to withhold 
possession in the case of hardship. Some special procedures (e.g. relief against forfeiture by 
tenant) can still only be taken in the Supreme Court, which is both costly and slow. 
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CHAPTER 6 


Government Policies and Private Renting 


Chris Paris 


Chapters three and four focussed on market relationships, group interests and areas of conflict. 
Whilst public policies were not ignored, they did not form the central focus of that discussion. 
The focus of this chapter, in contrast, is specifically on government policies, using the term 
‘policy’ rather loosely to include both specific program areas and also legislative interventions in 
market relations. 


To a certain extent the distinction between the market and government policies is a false one, 
as market relations are crucially affected by various public policies and vice-versa (Kemeny, 
1982). Even so, governments operate many policies which have affected private renting in 
diverse ways. Some policies and practices which were not designed with private rental housing 
in mind have unintentional and/or indirect effects and these often have been as important or 
even more important than policies explicitly designed to affect private renting. Indeed, there 
have not been many policies explicitly focussing on private renting, except in negative or legally 
regulatory ways. 

A focus on government policies must not blind us to the response of non-government 
institutions and actors. For example, there would not be a tax avoidance industry but for 
taxation, and new methods of tax avoidance are continually being devised deliberately to negate 
the effects of taxation policies. There are parallels in the area of private renting, particularly as 
much investment is precisely oriented to the particular taxation effects of property ownership. 
Hence ‘market’ response will be partly the result of calculative strategies and ‘policies’ of actors 
and agencies who are seeking to avoid or benefit from diverse government policy initiatives. 


For the purpose of presentation, the first three parts of this chapter reflect the three levels of 
government in Australia: federal; state; and local. In practice, of course, there is much overlap 
both in terms of policy development and implementation. Many federal policies, for example, 
are implemented through, by, or in collaboration with State Governments. The question of 
intergovernmental relations, therefore, is crucial; so, too, is consideration of the distributional 
effects of alternative policies. 


This chapter is based on four sources: the literature review, interviews and meetings with 
experts and practitioners, participation in AIUS seminars and analysis of census and other data. 
These provide a basis from which to present a brief description of each policy and against which 
to attempt an evaluation of policy effects. 


The literature review was particularly useful as it forcibly reminded me of how little 
development there has been over the last ten years in our knowledge of, ideas about, and policies 
for private renting. The chapter on rental housing in the Priorities Review StafPs (1975) Report 
on Housing and Ronald Mendelsohn’s submission, (included as attachment 4 to that report), 
both made many points which could be made today regarding the problems of analysing private 
renting and devising and implementing policies for it. The AIUS task force report (1975) 
Housing for Australia too, included similar discussions some of which, regretfully, must be 
repeated in this paper. Whilst keeping referencing and footnoting to a minimum, it is important 
to acknowledge the above three publications in particular, as well as the work of Carter (1983), 
Kendig (1982) and Neutze (1977; 1978) in Australia and Donnison and Ungerson (1982), 
Harloe (1980; forthcoming) and Karn (1982) for international comparisons. 


The interviews and other meetings with experts and AIUS seminars generated many insights 
into areas of disagreement and controversy surrounding policies. Where appropriate these are 
indicated and preliminary judgements offered on the merits of competing points of view. It is 
important to bear in mind, however, that there were at least two distinct kinds of disagreements 
both in the literature and during the field work. Firstly, there were disagreements over matters of 
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fact—sometimes absolutely, sometimes concerning degree—over whether or not particular 
policies had certain effects. Such conflicts can be resolved in many cases by careful analysis of 
data: where this proves impossible we can clearly specify the limitations of the data and attempt 
logical resolution of conflict. The second kind of disagreement concerned the desirability of 
certain policy effects. It is possible to reach agreement concerning the effect of policy ‘x’ on issue 
‘y’, but to differ profoundly in evaluating that outcome. In practice these two different kinds of 
disagreement frequently are conflated, leading to confused and unproductive argument. 
Whenever possible they should be kept separate. 

One final point should be made before turning to the review. Many actors often chose to argue 
that various changes are caused by government policies and actions, when closer analysis shows 
market relations to be at work. The converse, too, is frequently the case, as politicians or 
bureaucrats seek to avoid the blame for misconceived or badly executed policies. Expert opinions 
and analyses, therefore, should be treated critically and cautiously—mine included. 


Commonwealth policies affecting private renting 


We can identify four broad kinds of federal government policy which affect private renting. 
Firstly, various housing policies, usually tenure-specific, have had a major effect on the overall 
organisation of the Australian housing system and of the place of private renting within that 
continuously growing and changing system. Secondly, policies on income support have had 
major effects on private renting. It is clear that many housing policies are ways of selectively 
allocating income support, hence the distinction between housing and income-support policies 
is often one of rhetoric rather than fact. The third area of federal government responsibility that 
has had important effects on private renting is taxation, particularly the treatment of investment 
in, and ownership and disposal of, rental property. The fourth group of policies which affect 
private renting is both amorphous and wide ranging: economic and social policies generally, 
often at a macro and international level have effects which both ‘trickle down’ to private renting 
and, at times, have immediate and direct effects. 


Housing Policies 


Until very recently Commonwealth housing policies have been concentrated in two areas: 
assistance to home purchase and, via the Commonwealth/State Housing Agreements, and 
support for State housing authorities. Of these, support for home ownership has been by far the 
most important and public housing has come a poor second. 

Writing before the recent dramatic interest rate increases, Neutze warned that concentration 
on home ownership alone could have undesired effects : 


At current housing costs the emphasis on assistance for owner occupation may be self- 
defeating since many tenants may not be able to save enough, after paying rent, to put a 
deposit on a house. At current rates of inflation, and therefore interest rates, renting is the 
only option to many poorer families. These families are effectively discriminated against 
by the present home ownership policies. (Neutze, 1978:114) 


Since then interest rates have risen substantially and the recession has had particularly 
damaging effects on the incomes of poorer households. Access to public housing has become 
more difficult as waiting lists and waiting times have lengthened. 

Two policy initiatives of the new government will have some effect on access to home 
ownership and public housing. The First Home Owners Scheme, which replaced the Home 
Deposit Allowance Scheme on 1 October 1983, will help some moderate-income first-home 
buyers onto the home-ownership ladder. Direct funding under the Commonwealth/State 
Housing Agreement has been increased substantially, which will result in more construction and 
purchase of public housing authorities. For the poorest private tenants, however, home 
ownership is an ever-disappearing dream and public housing involves a long and costly wait. 

Another recent development came partly in recognition of this problem. The joint 
Commonwealth/State Mortgage and Rent Relief Scheme (MRRS), introduced by the former 
government, offered the States $20 million each year for three years beginning during 1982/83 
and on a dollar-for-dollar basis. This scheme was introduced after much media publicity was 
given to the plight of households which were struggling to pay off mortgages following increases 
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in interest rates. Rent assistance for private tenants appeared to be something of an afterthought. 
No attempt was made publicly to estimate the size of the group likely to be eligible for assistance 
nor of the longer-term cost implications. Each State was given a total allocation to be divided 
between mortgage relief and rental assistance at the State’s discretion, but with no less than 25 
per cent going to either element. They also had wide discretion over how they used rental 
asistance funding. 

Queensland did not participate, considering that rental subsidies would build in expectations 
which would not go away after three years. Queensland also argued that the scheme would be 
very difficult to administer and that it would be potentially very expensive. Such fears were 
confirmed to a large degree in the experience of some other States. Despite severely restrictive 
eligibility criteria and very different modes of operation, levels of take-up put great strains on the 
managerial capacity of both New South Wales and Victoria. In the former, new eligibility 
criteria and decision rules were being devised in order to screen out currently eligible 
households. Otherwise all funds allocated for 1983/84 would have been spent before the end of 
December 1983. In Victoria, the State Government’s media unit circulated a press release on 3 
August 1983 announcing the ‘suspension’ of the scheme: 


There has been a rush of people needing help, the staff have been under intense pressure, 
the telephones are constantly jammed and getting assistance has been a matter of pot 
luck. 


The Victorian method of implementation was to assess eligibility for interview over the 
telephone and make an appointment for interview before allocating assistance. The scheme was 
suspended on 26 July. People who made appointments on that day were to be interviewed on 
Christmas Eve. 

The effects of Commonwealth public housing policies on private renting have varied both 
over time and geographically. The crucial role that States have played has ensured different 
proportions of public housing in each State, with different effects on local housing markets. In 
that sense, then, such Commonwealth policies have had doubly indirect effects, being mediated 
both by States’ autonomy and local housing market conditions. Two recent Commonwealth 
initiatives for public housing stand out for attention: spot purchasing of existing stock, and 
market rents for public tenants. 

Since the mid-1970s most State housing authorities, following Commonwealth advice and 
priorities, have increased their proportions of acquired stock. This has marginally increased 
competition for older housing, though this is probably less important than retaining rental 
dwellings in some neighbourhoods where transfer to owner-occupation was more common. 

The movement towards market rents for public housing, in itself, has not had a major impact 
on private renting. The flow of tenants into public housing is increasingly a flow of poor or very 
poor households. There was little evidence, anyway, that public housing accommodated large 
numbers of wealthy households who should leave to make way for the poor. When Henderson 
(1975) and the Priorities Review Staff (1975) argued in favour of market rents this was part of a 
package which included better income support for poor households. Henderson specifically 
argued against means-tested, stigmatised public housing and for enlargement of the public 
sector. It is misleading, therefore, to claim that he supported the kinds of policy developments 
which occurred between 1975 and 1982. 

Of far greater importance for private renting than either spot-purchase or market rents was the 
substantial withdrawal of the Commonwealth from support for public housing. Between 1975 
and 1981 Commonwealth support for public housing fell dramatically. Carter (1983) has 
demonstrated successive real falls in Commonwealth expenditure on public housing between 
1974-75 and 1981-82. This involved a massive reorientation of priorities and added greatly to 
the States’ burden in the relief of housing stress. At constant 1974-75 dollars Carter calculated 
an annual fall from $366m in 1974-75 to $107m in 1981-82, with an increase in 1982-83 to 
$180m or $330m at current prices. 

What have been the combined effects of Commonwealth housing policies?’ Home ownership 
assistance, without doubt, has helped millions of households achieve the Australian Dream. 
Many did not need assistance: Commonwealth schemes helped them become owners sooner in 
the life cycle, or helped them buy better housing or furniture. Such policies have been a major 
factor in overall high ownership rates. Much of the growth of home ownership has been through 
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the purchase of new homes. With the gentrification of inner suburbs in particular, however, the 
transference of ownership of existing dwellings has been associated with tenure change from 
renting to owner-occupation. Continued emphasis on helping marginal home purchasers 
exacerbates the loss of rental accommodation as such people seek cheaper, therefore older, 
housing, which in many cases is currently rented. The flow of subsidies into home ownership, 
particularly where beneficiaries have not needed assistance, can only have had an inflationary 
effect on house prices, particularly where existing dwellings sell at less than current replacement 
cost. The loss of rental accommodation through sale to owner-occupiers, on balance, is due both 
to market processes and public policies. In addition, aid to purchasers, combined with the other 
advantages of home ownership (including diminishing housing costs over time, security and 
acquisition of a capital asset) has also had the indirect effect of making private rental a less 
attractive tenure for anything other than short-term or special circumstances. Intergenerational 
effects are becoming increasingly important as the children of owners inherit unencumbered 
properties, or obtain loans for deposits backed by the security of their parents’ home. 


Indeed, over time systematic support for owner-occupation may have had a ‘sifting effect’ such 
that the vast majority of people able to buy have bought, are buying or will buy. There are few 
reasons today to expect any proportional growth in home ownership, hence it can be argued that 
assistance towards home ownership has tended to trap poorer households in private renting and 
not help them get out. Further measures to stimulate home ownership, then, will undoubtedly 
be of benefit to the building industry and to purchasers who benefit from them—poor 
households which are, and which will be, in private tenancies will not benefit at all and could 
well lose further. Assistance to home ownership also stimulates the loss of existing rental 
dwellings, which are purchased by newly formed households which are choosing between 
recently constructed and existing dwellings. There is no reason to suppose that transference of 
tenure necessarily involves the same inhabitants; it is more likely to involve tenants leaving to be 
tenants elsewhere and others coming in to be owner-occupiers. 


There is undoubtedly some ‘reverse flow’ of dwellings from owner-occupancy into renting 
when investors purchase a dwelling from an owner-occupier and let it for a period before selling 
to achieve capital gains. This happens when expectations of capital gains are high. It may have 
happened during 1978-80 in Melbourne: Sydney investors were attracted by lower house prices 
but similar rent levels which indicated a potential for better capital gain with no loss of cash flow. 
The only way of realising the capital gain, however, is by sale to another investor or an owner- 
occupier and when rates of capital gain slacken demand is much more likely to be from the latter. 
Such speculative investment activity is made possible by continuing growth in prices for owner- 
occupied dwellings which are influenced, in part, by continuing Commonwealth subsidies to 
purchasers. Some tenants gain temporary access to dwellings which otherwise might not have 
been available for renting. Over the long term, however, it remains most likely that the net 
change in tenure of houses will be from renting to owner-occupation. 


The same is probably less true of flats. Some years ago Neutze (1978:113) said that ‘. . . home 
ownership policies have made little impact on the tenure of flats’. He argued that the proportion 
of owner-occupied flats had increased from 14 to 20 percent between 1954 and 1961 but had 
thereafter remained constant. Many of the people I interviewed held a contrary view, suggesting 
that strata titling has led to more owner-occupation of flats, especially during the 1970s. The 
1980 ABS Survey of Housing Occupancy and Costs, however, indicated that around 27 per cent 
of those households living in flats/units were in owner-occupancy. If we exclude those flats and 
units owned by public housing authorities the figure is nearer 30 per cent. The 1981 Census 
indicated about 35 per cent of flats and units in the private sector in New South Wales and 
Victoria to be owner-occupied, compared with about 20 per cent in Queensland. These figures 
suggest that there has been a growth in owner-occupation of flats and units though it is 
impossible to tell from the data whether this has been due to new construction or changing 
tenure of existing dwellings. The net effect is a tendency to residualise private renting here as 
overseas (see, n.b. Harloe 1980 and forthcoming). There are counter-tendencies, including social 
changes relating to family break-up and growth in single-person households sharing (Hugo, 
1983; Core Consultants, 1983). The long tradition of, and continued support for, home 
ownership, however, makes it increasingly unlikely that any households which are capable of 
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purchase would choose to be private tenants except temporarily—though there will be a 
continuing demand for such temporary rental accommodation. 

Since the mid-1970s Commonwealth policies have benefitted those able to become owner- 
occupiers and reduced the States’ public housing activities precisely when it was becoming 
harder for other households to achieve home ownership. More people had to rely on private 
renting, therefore, over longer periods of time. The withdrawal by the Commonwealth from 
public housing thus put extra pressure on the private rental sector without stimulating additional 
rent-paying capacity, hence putting the greatest pressure on those least able to compete. 

The MRRS is a half-baked recognition of this problem. In common with the direct provision 
of public housing for poor households, of course, this scheme is income-related; i.e. ‘housing’ is 
used to redistribute income to particular groups. These kinds of income-related policies are 
politically preferable alternatives to direct income support. Because such support is rationed 
they hold out the promise of redistribution without imposing the full costs that universal income 
maintenance would impose. Instead of providing general assistance to all low-income private 
renters, however, the MRRS has underlined the additional impoverishment that tenure imposes. 
The fear has been expressed that private sector rental subsidies flow onto landlords with no 
beneficial effects at all for tenants. It is unlikely that MRRS has had that effect, due to the 
limited volume of expenditure and its short duration. National Shelter, however, have argued 
(1983) (on the basis of local experience in each State) that rents ‘are being increased at the lower 
end of the market, in order to capture this subsidy’. Tenants’ representatives, voluntary sector 
housing advisors and public housing officials all spoke of instances of landlords suggesting to 
tenants that they apply for assistance. Some estate agents said that they, too, had advised tenants 
to apply. In some cases this was so that poorer tenants could benefit from the scheme. Nearly all 
agents, however, agreed that subsidies to tenants would be likely to increase rents. Following 
standard economics text book arguments, some went on to argue that this is likely to stimulate 
more rental investment. Others queried the need for assistance, citing examples of abuse by 
tenants who were not in need or were profligate. 

On balance the strong impression gained was that subsidies to tenants would tend to increase 
rents without necessarily stimulating additional supply. At the risk of labouring the point, the 
relationship between expected capital gains and rents is crucial. As the Priorities Review staff 
emphasised (1973: 81): 


Typically, housing values rise over time; the landlord can expect a capital gain and, in 
many cases, it is the expected size of this capital gain which influences landlords’ 
behaviour. For this reason, a significant increase in rents will not necessarily influence 
the supply of rental housing as much as might be expected’. 


During a period of poor capital growth, therefore, greater pressure on rents could result in big 
increases with mo new investment. If rental subsidies should flow on to landlords without 
increasing the overall supply of rental accommodation and without improving poor tenants’ 
overall financial situation, then their only justification is that landlords should get higher rents. 
Many investors hold this to be a self-evident truth, and many estate agents consider that returns 
from rental investment should be higher. Whatever the merits of these arguments, such a 
subsidy could benefit landlords without helping tenants directly or indirectly. If a subsidy could 
be targeted specifically to some needy groups, without landlords knowing, it would help them— 
but this appears technically unlikely. 

The MRRS, above all, has demonstrated the massive problems facing many low-income 
tenants. In some States it may have eased pressure on public housing by making private renting 
marginally more affordable but elsewhere it has stimulated applications for public housing. As a 
short-term measure to cope with stress, it has failed, so far, to stem the tide and instead it has 
revealed the sea of need. 


Income Policies 


With one exception Commonwealth income policies are not devised with private rental 
housing in mind. Let us deal with the exception first. Supplementary assistance is payable to 
pensioners, supporting parents, and sickness beneficiaries who are renting privately. They now 
get up to $10 a week special rental assistance subject to tests on rent and income. About 500,000 
pensioners, supporting parents, and sickness beneficiaries were in receipt of supplementary 
assistance in December 1982. This has had marginal effects on their capacity to pay rent but has 
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not had any appreciable stimulating effect on the supply of rental accommodation. (Other 
Commonwealth policies may have been much more important but, at the same time, their 
effects are very difficult to pin down.) As benefits have fallen behind inflation this has reduced 
poorer tenants’ capacity to compete. The ‘wage pause’ has reduced the real income of wage 
earners which, again, means reduced real disposable income. As many private tenants are on 
fixed benefits or in low-paid jobs they are less able to meet any rent increases. 


It was argued in the last section that one reason for continued high levels of private renting—as 
measured by European standards—was the continued growth in real incomes in Australia during 
the 1950s and 1960s. Prosperity and rising levels of home ownership during a period of 
economic growth contributed to individualistic explanations of poverty—personal failure, 
inadequacy or bad luck. Immigration and the maturing of the post-war boom generation, 
combined with overall prosperity, generated high levels of demand for temporary rental 
accommodation as the transition from migrant accommodation or parents’ home to home 
ownership. As population growth has slowed and, more critically, as levels of dependence within 
the population have risen, so too the distribution of income is changing. Hence the discovery of 
poverty in the early 1970s and, subsequently, the increasing proportions of poorer households 
going into public housing or becoming trapped in private renting. Indeed, it has only been in the 
last few years that Australians have come to realise that universal home ownership may zor be an 
achievable aim. 

The very rapid increase in unemployment over the last year following a period of steady 
growth in unemployment, may well be causing greater differentials within Australian society in 
terms of income, wealth, and opportunities. It would be facile to suggest that Commonwealth 
policies have caused the current recession. Of more importance is the question of sharing the 
costs of recession: in this regard, the Commonwealth has had the capacity to devise and 
implement policies which spread the burden more evenly. To the extent that this has not 
happened and that poorer groups are disproportionately represented in private renting, then we 
are talking about very indirect effects on the sector. Nonetheless, it can be argued that part of the 
present rental crisis is due to the reluctance of the Commonwealth to implement schemes which 
ensure basic levels of income. Whilst other opportunities would have been more attractive for 
some investors, at least the rent-paying capacity of poorer groups would not have been 
diminished. If measures are taken to improve the financial circumstances of lower-income 
groups, however, this in itself would not guarantee any direct effect on private renting. Like 
tenant rebates, it could flow on to landlords without increasing supply. 


One obvious alternative—the expansion of public housing—is a better way of ensuring the 
poorer groups do get affordable housing. This, however, does not solve other problems, 
particularly who pays for the cost of subsidies to public housing (whether subsidies via cost of 
construction or via rebates). Nor, except in the longer run, will the expansion of public housing 
help all those in need. We can only repeat one of the most important conclusions of the Priorities 
Review Staff Report on Housing, namely that the provision of welfare and the provision of 
housing should be separated. The present system inconsistently, unfairly and inefficiently 
allocates welfare through housing—in ways which redistribute housing problems among the 
poor. 


Taxation policies 


The importance of Commonwealth taxation policies for private renting probably cannot be 
over emphasised. In combination with economic and population growth during the 1950s and 
1960s, the tax treatment of rental investment goes a long way towards explaining the substantial 
investment levels in new private rental accommodation here unlike, for example, in the UK or 
France. 

During the year 1982-83 the Deputy Commissioner of Taxation in Victoria started to reject 
applications for tax deduction on interest where it was clear that investment was so highly geared 
that there was no expectation of surplus rental income. This caused a major storm in the real 
estate industry and, partly because of its timing, it was the single often-mentioned policy issue 
during my field work, especially by real estate agents, housing industry association 
representatives, developers and investment consultants. This had the potential effect, strictly 
interpreted, of affecting the overall calculations of many investors, though nobody knows how 
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many. If less strictly interpreted, it would have hit only the most highly geared investors. The 
net effect in the short-term, if not to create panic, was certainly to generate concern in the real 
estate industry. Uncertainty, some people argued, could be as bad as an adverse policy. The 
Federal Treasurer overturned the Victorian decision on the eve of the tax year. The fact that tax- 
deductibility had been raised as an issue, however, has changed the agenda for discussion of 
investment in private renting. 


The main effects of taxation policies on private renting are of two kinds: direct and indirect. 
Direct effects concern tax-deductibility, particularly of mortgage interest but also of other costs 
such as rates, management changes, repairs, depreciation allowances (on furnishings and fittings 
but currently not on property), the taxation of rental income and the non-taxation of capital 
gains. Indirectly, the tax treatment of other tenures has had very important effects on renting, 
especially as owner-occupiers get the rental value of their dwelling tax-free. Neutze (1978:153) 
argued that the effect of this discrepancy is that ‘... a tenant’s rent payments have to be 
correspondingly higher than the rental value of an owner-occupier’s housing’. In practice, 
however, anticipated capital gains have offset the need to charge rents that are higher than 
owner-occupiers’ housing repayments. 


The indirect effects of the preferential treatment of owner-occupiers are many and 
contradictory for private renting. In so far as they strengthen the price of detached existing 
dwellings they make them an attractive investment for long-term capital gain, bringing some 
investment into renting. Often highly speculative, such investment aims at windfall capital 
gains; occasionally it misses its objective and capital is ‘locked in’ to properties that make short- 
term losses. (The absence of capital gains tax, too, has meant that there is not an equivalent 
‘capital loss’ tax provision.) Other important indirect effects of taxation concern the treatment of 
alternative investments, e.g. films. The relative attraction of investment in rental 
accommodation has been diminished by more favourable treatment of other investments. As one 
investment consultant in Queensland put it, any questions of maintaining or increasing rental 
supply must consider ‘the prime motivators—tax minimisation and investment hedging . . . we 
need an urgent clarification of the tax situation’. In the meantime changing rates of investment 
in the existing stock affect house-price inflation and, less directly, exert pressure on rents. The 
lack of new provision, however, will also ensure that pressure on the existing stock remains high 
with continuing transfers from rental to owner-occupation. The biggest losers, again, are most 
likely to be low-income tenants rather than investors, owner-occupiers or wealthier tenants. 


The responses to the question of tax policies were varied. Some estate agents, developers, and 
investment consultants suggested that a capital gains tax, if indexed and linked to depreciation 
allowances, might be welcome. Some suggested that such tax treatment could be linked to lower 
rates of interest for developers of rental accommodation to stimulate development without 
facilitating speculative profit-taking. One developer in Perth, for example, emphasised that a 
capital gains tax could provide funds for depreciation allowances, though he stressed the need to 
index any tax to real capital gains rather than inflation effects. A manager of a major private 
superannuation fund (which serves clients with a collective after-tax income of about $300 
million) remarked that he ‘would love a capital gains tax if losses were allowable’. He also 
suggested that his clients would not object to investment into lower-income housing if this were 
viable, arguing that it was 


ludicrous that the Victorian Tax Commissioner puts people off investing in 
residential property but attracted them into the film industry. Most Australians have 
equity in them. We need a system with free enterprise which allows reasonable 
investment to contribute to community well-being’. 


Others, particularly real estate agents, felt that depreciation allowances should be introduced 
without taxing capital gains. They argued that the stimulation of any development was 
worthwhile as the effects filter down through the housing system. This, however, appeared to be 
more a matter of faith than anything else, and, as most studies of filtering have shown, it would 
not have any practical effect on those currently hit by problems of renting. 

Members of the Real Estate and Stock Institute of Victoria felt very strongly that the 


Commonwealth should consider giving incentives for the construction of rental accommodation. 
This, however, would have to be linked to mechanisms for targeting such assistance to 
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identifiable groups, otherwise it would be an aid to investors (and, indirectly, to property 
managers) rather than to tenants or prospective tenants. 


Social and economic policies 


Of all the social and economic policies which affect private renting there is general agreement 
that the most crucial are those which influence interest rates. Clearly, Commonwealth fiscal and 
other policies are not the sole or even, at times, a major determinant of interest rates. Many 
commentators agree, however, that changes in monetary conditions have very important effects 
on lending generally for housing: ‘In periods when monetary conditions are tight the supply of 
funds is reduced and interest rates tend to rise’. (INDECS, 1982:131) 


The extent of interest rate changes, and their differential effects, sector by sector, is however of 
major importance. The significance of interest rates was repeatedly emphasised to me by 
developers and estate agents. For example, one of Perth’s major developers claimed that, for 
rental investment ‘the crucial factor is mortgage interest. It is killing the developer of rental 
housing’ (my emphasis). An owner-manager in Brisbane considered that the three main factors 
influencing the rapid tightening of the rental market in that city were ‘First, interest rates. 
Second, interest rates. Third, interest rates.’ 


Commonwealth policies have affected both interest rates generally and also the practices of 
lending institutions regarding the total volume of lending to different kinds of borrowers and the 
rates at which loans are made. High interest rates have undoubtedly made investment in rental 
housing less attractive. They have contributed to the near-impossibility of investment in the 
construction of new rental accommodation. They also stimulate further transference of stock to 
owner-occupation whilst at the same time ensuring that only better-off, would-be owner- 
occupiers can purchase. 


Other Commonwealth policies, too, have affected private renting. The rates of increase of 
pensions and other forms of income support have crucially affected the levels of rent that poorer 
households can afford to pay, as have taxation policies. Whilst income maintenance can only ever 
have an indirect effect on private renting, it can be important especially when, in combination 
with other trends, cumulatively it helps to weaken one sector of the economy. The MRRS has 
emphasised the picture which emerged from analysis of 1981 census data—the incomes of a very 
large proportion of private renters are very low and even relatively low rents take 
disproportionally large amounts of that low income. If sufficiently high rental and/or capital 
gains could be achieved then investors would not care about interest rates. If tenants’ incomes 
were sufficiently high to enable them to pay no more than 20 per cent in rent, then they might 
not need extra income support. That neither is the case suggest that low incomes of tenants are 
crucially important in influencing the decline of renting, but that this has been exacerbated by 
high interest rates. 


Amongst other Commonwealth policies having indirect effects on private renting the most 
important is probably immigration. The flow of migrants into Australia has undoubtedly added 
to demand for housing. Migrants have tended to use private rental housing as a stepping stone to 
owner-occupation. Over the longer term, the rates of immigration affect demand for all tenures, 
but, in the short term, increases are most likely to stimulate demand for rental accommodation 
and decreases can be expected to ease demand. 


What policy changes and developments should be considered under this heading? Better 
income support, clearly, is one response to the problem of low incomes. Interest rates pose more 
complex questions. One view expressed by developers and estate agents was that interest rates for 
housing investment should be lowered. This was frequently linked to arguments about taxation, 
and supporting ‘genuine’ investment whilst discouraging ‘speculation’. The general view was 
that developers’ costs was the major factor in the decision whether to proceed with projects, 
hence interest rates would have to be lowered before new development would proceed. This, 
however, could not solve the problem of affordability in itself unless effective demand could also 
be increased. More rental accommodation at rent levels as low as those currently charged on 
older property would still mean housing costs which impoverish already-poor tenants. 
Specifically targeted interest rates, indeed, might lead to more construction, but it is extremely 
difficult to think of likely purchasers for such developments—unless guarantees could be given 
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about both continued tax deductibility of losses on rental investment and also the continued 
non-taxation of capital gain. It is also difficult to think of ways in which tenants would benefit 
from such construction. 


State policies affecting private renting 


State governments have had many direct effects on private renting. They are responsible for 
landlord-tenant legislation, strata-titling, and statutory measures affecting land, planning, and 
the environment. Most of these policy areas, however, are regulatory with the implication that 
negative controls are the main policy mechanisms available. 


(i) Landlord-tenant Relations ' 

In its examination of landlord-tenant law the Commission of Inquiry into Poverty emphasised 
the weak position of tenants. In its First Main Report it was concerned that the introduction of 
rent control would be likely to stimulate landlords into seeking vacant possession in order to sell 
to owner-occupiers. Rents would not give ‘economic’ returns and landlords would cut back on 
maintenance. Moreover: 


. . . Since few of the poor tenants evicted by this process are in a financial position to buy, 
the reduction in the supply of low cost rental accommodation is not matched by a 
corresponding reduction in demand. Such accommodation becomes more scarce, rents 
rise, and demands for large bonds or key money become common. While we sympathise 
with the objectives of those who propose a major extension of rent control, we do not 
agree that it is in the long-term interests of tenants. (Henderson, 1975:162) 


Henderson therefore proposed that poor tenants should be assisted to become owners or public 
tenants and that ‘other unsatisfactory aspects’ of private renting ‘such as insecurity of tenure, 
illegal retention of bond money, biased leases and legislation which gives tenants few legal 
rights’ should be dealt with separately. This ‘consumer protection’ approach led to legislative 
changes during the late 1970s. Legislative reform, however, has varied considerably throughout 
Australia and the contemporary picture is one of diversity rather than uniformity. 


South Australia and Victoria have initiated widely ranging reforms which give tenants greater 
consumer protection and, incidentally, making it in many cases easier and cheaper for landlords 
to evict bad tenants. The legislation in South Australia, initiated by a Labor Government, has 
established a comprehensive code for leases, regulated the grounds for terminating a tenancy, 
regulated rent increases, and spelled out the rights and obligations of both parties. The Act also 
created a Residential Tenancies Tribunal, under the Commissioner for Consumer Affairs, to 
judge disputes. The Victorian Residential Tenancies Act 1980, introduced by a non-Labor 
Government, is similar to the South Australian model. Whilst both appear to give greater 
benefits to tenants, some legal authorities have argued that this ‘should be seen as an attempt to 
redress the previous imbalance between the parties’ rights rather than an attempt to discriminate 
against landlords. (Bradbrook, Gardam, and MacCallum, 1982:7) 


The laws relating to landlords in Western Australia and Tasmania, by way of contrast, still 
reflect the historic common !aw approach (including the emphasis on freedom of contract); draft 
reform legislation was prepared in Tasmania but dropped when Labor lost office. The current 
Western Australian Government, whilst in opposition, had promised legislative reform but has 
not proceeded to give this any priority. Queensland introduced its Residential Tenancies Act in 
1975, which combined some reform with consolidation of earlier relationships. The Australian 
Capital Territory has adopted some reforms and the Northern Territory is still subject to fair 
renting controls partly due to shortages exacerbated by Cyclone Tracy. 


Legislative reform has been promised—some say ‘threatened’—in New South Wales for a 
number of years. Extensive consultations were followed by the Report of the Landlord and Tenant 
Act Reform Committee in 1980 which recommended reform largely along the lines followed by 
South Australia and Victoria. Virtually nothing has happened publicly since that report and 
considerable controversy (and confusion) surrounds the subsequent delays. Meanwhile, 
landlord-tenant regulations are governed by various ‘bits and pieces’ of legislation with only one 
generally applicable measure—the Landlord and Tenant (Rental Bonds) Act 1977. 


The establishment of authorities to hold bond money and arbitrate on landlord-tenant disputes 
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has varied between South Australia, New South Wales, and Victoria and has been the source of 
considerable debate and disagreement. The use of money held by authorities also varies. The 
Rental Bond Board in New South Wales holds about $80 million in bonds—a sum which has 
taken the authority by surprise. Interest is used to fund the operations of the Rental Bond Board 
and some income has been used to fund low-income home ownership. Tenants’ groups feel that 
this income should help tenants more directly, possibly through bond or advisory assistance. In 
South Australia the interest on a smaller sum also funds the Residential Tenancies Tribunal 
under the Commissioner for Consumer Affairs. The Victorian Residential Tenancies Tribunal is 
least-supported by income on bonds lodged; the money is paid into various banks at low 
interest—effectively subsidising the banks’ investment activities. The experience of officers 
managing these schemes in all three States is that they perform extremely valuable mediating 
and educative functions, and that disputes over bonds, can in most cases, be settled more 
efficiently and equitably than hitherto was the case. Estate agents do not all agree (either with 
State officials or with each other). Tenants’ groups in New South Wales suggested that landlords 
are better equipped and informed as to how to use the authorities than are tenants. Tenants’ 
groups in Queensland and Western Australia urgently advocated the establishment of similar 
authorities and estate agents opposed them. 

The degree of legal intervention to prevent landlords from refusing to accept certain kinds of 
tenants varies from State to State, though the Commonwealth Racial Discrimination Act 1975 
universally prohibits discrimination in the provision of rental accommodation or in the terms 
and conditions of letting on grounds of race, colour, or origin. My discussions with agents, 
owners, tenants, and public officials, however, led to the conclusion that such legislation is 
extremely ineffective and has had virtually no impact on the tendency to discriminate, especially 
on racial grounds and against children. 


The overall effects on private renting of changes in landlord-tenant law are very difficult to 
determine and surrounded in controversy. In South Australia and Victoria property owners and 
estate agents disagree amongst themselves as much as with tenants on the actual effects and 
desirability of those effects in both States. The rental market in both States has become tighter, 
undoubtedly, since the legislative reform. It has also become much tighter in New South Wales 
without such reforms, and in Queensland where reform was much more modest. No simple 
cause-effect relationship can be sustained on the basis of available evidence. 

Many commentators argue that, whilst any legislative changes which benefit tenants would 
also probably reduce investment, rent control and added security of tenure are guaranteed to do 
so. Overseas experience, however, would suggest that private renting is likely to decline, 
regardless of rent control, but that rent control almost certainly speeds up its demise. The crucial 
factors, I conclude, are what measures are to be introduced to intervene in which market. It is also 
the case that many measures are avoided or bypassed. Some legislative innovations even have 
been welcomed by landlords and managing agents. For example, real estate agents in South 
Australia find it easier and cheaper to get legitimate evictions now than before the Act. The 
measures envisaged by Henderson to help poor private tenants to become owners or public 
tenants have not eventuated: legislative change, therefore, can only ever be a partial solution. 

On balance ‘consumer protection’ reforms in South Australia and Victoria probably have 
benefitted tenants without unduly interfering with legitimate rights and expectations of owners. 
Others, especially some investors and estate agents, will still dispute this. Their views have held 
sway in most other States to the disadvantage particularly of the weakest group of tenants. 


(ii) Housing Policies 

Whilst their activities have been largely affected by Commonwealth funding and policy 
priorities, the States have retained considerable autonomy, both theoretically and in practice, 
concerning their role as housing authorities. To varying degrees, also, State housing authorities 
have enjoyed autonomy from elected State Governments, not always to the satisfaction of 
housing ministers. Other statutory authorities, too, have influenced private renting, directly and 


indirectly, e.g. the MMBW, the New South Wales Land Commission, and fire commissioners in 
most States. 


State housing authority activities have had very important indirect effects on private renting, 
though the effects have varied both in kind and degree between States and over time. Where 
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active housing programs have provided public rental accommodation to large numbers of private 
renters or helped low-income renters become home owners, then this has eased demand. By 
contrast, in recent years, State authorities have been less able to satisfy need with the result that 
many households which would prefer to be in public housing cannot leave private renting. The 
amount of public housing stock varies considerably between States, and within them. The 
proportion of needy households, however defined, that is in public rather than private renting 
also varies considerably. This variation is due partly to the accumulated effects of local policy 
decisions and priorities; in turn it limits the capacity of State housing authorities to respond to 
new priorities and problems. For example, the very low proportion of public housing in 
Queensland is largely a result of local priorities; this has ensured that a high proportion of poor 
households is in private rental housing, and must remain so for the forseeable future. In contrast, 
South Australia has a larger public stock which has been able to accommodate a much larger 
proportion of poor households in the State. Thus, there is a difference in the capacity of the 
respective State housing authorities to respond to perceived problems of private renters. The 
problem in Queensland, in terms of poor households paying large proportions of income in rent 
with very little prospect of public housing, contrasts with South Australia where a relatively 
larger number of poor households pay reduced rents in public housing. The cost of relative 
overall population, would perforce by very much greater in Queensland than in South Australia. 
The differential impact on households in otherwise similar circumstances is very great and raises 
important questions of equity. Whilst this may be the most extreme example, poor tenants, as a 
whole, probably are better off, in housing terms, in South Australia than in Queensland. 

Some State housing authorities have had more direct effects on private renting in recent years. 
Purchase of existing dwellings in inner areas, head-leasing, and the stimulation of co-operative 
housing organisations have all had minor impacts on the private sector. 

Other State departments more recently have been of importance in the field of rental housing. 
The New South Wales Department of Youth and Community Affairs has been responsible for 
administration of the rent relief component of MRRS within New South Wales. Unlike other 
States New South Wales chose not to give weekly rent relief assistance, instead aid was focused 
through two schemes. The Rent Relief Scheme spent $5m for relief of immediate stress; mainly 
helping with bonds and resettlement (57 per cent) and rent arrears (30 per cent). The 
Community Tenancy Scheme provided $5.5m for community-based organisations and local 
councils for rental and management of shared accommodation for low-income tenants. This may 
form the basis for other activities—a ‘community housing expansion program’—probably to be 
managed by the Housing Commission. All such schemes are still in their infancy, though the 
community housing expansion program is a very interesting approach which combines public 
initiative with less-bureaucratic management philosophies. Its potential impact, however, 
remains very small. 

One State-level policy area of great relevance to private renting has been strata-titling. It is 
difficult to be precise—and there are certainly great variations—but strata-titling has 
undoubtedly led to the transfer of rental dwellings to owner-occupiers. Exact proportions vary 
between and within cities, also some types of multiple-dwelling construction have been 
converted more easily than others. Some are less attractive for environmental or locational 
reasons. The growth in the proportion of owner-occupied flats and units is due both to transfer 
and to an increasing tendency for new multiple-dwelling blocks to be built initially for sale to 
owner-occupiers. Another important effect of strata-titling has been to make possible individual 
investment in one or more units. Previously, investors had to own whole blocks, though often 
this was done collectively. In some cases strata-titling facilitated a changeover from corporate to 
multiple individuals’ ownership of flat blocks; hence patterns of ownership have become more 
complex and diverse. This, in turn, has made management more difficult where various owners 
disagree on policies. 

In December 1975, the AIUS Task Force recommended that ‘state housing ministers’ should 
consider themselves responsible for ‘all’ aspects of the housing of their citizens, not simply as 
ministers for direct government housing activity’. In most cases, however, neither ministers nor 
state housing authorities have made positive steps towards a more comprehensive approach, and 
few policies have been developed specifically for private renting. The separation of statutory 
housing authorities from direct political control, indeed, has meant that housing ministers have 
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not been able to have as much say as they want even on the running of public housing policies. 
Responsibility for different aspects of private renting is divided in most States between different 
departments, so that officers report to different ministers over aspects of the same question. 
Interdepartmental and interministerial rivalries and jealousies can have important effects on 
what issues are taken up or dropped, with what vigour or for how long. Usually, then, no 
department takes up the question of private rental housing except possibly to embarrass another 
department or its ministers. Politicians fear the potential cost of intervention in private renting. 
The continued reluctance at the State level to take a wider view of housing responsibilities is 
probably one of the greatest tragedies in Australian housing policy. 


(iii) Planning and environmental policies 


As David Wilmoth and Christina De Marco demonstrated at the Sydney AIUS seminar on 
private renting, State planning and environmental policies can be aimed specifically at private 
renting. The New South Wales Rental Housing Task Force has examined ways to reduce 
pressure on existing rental stock and to improve supply. The main difficulties facing the States, 
however, is that planning and environmental measures by their nature are almost entirely 
regulatory and restrictive—tending to deter rather than initiate. States can try to stop local 
councils from operating policies of exclusionary zoning, measures can also be introduced to relax 
some controls. All of this, however, tends to comprise a reluctant acceptance of our present 
inability to provide affordable housing at current standards. Large-scale land-use policies and the 
operation of State land authorities, too, can have some indirect effects on private renting. The 
role of statutory authorities, especially fire commissioners, in setting standards (and, hence, 
imposing costs) may be of more importance. 

State planning and environmental policies, then, generally add a few extra costs and hassles to 
investors and developers. When demand is strong they are passed on to consumers: when it is 
weak they are irrelevant. Measures to slow down the loss of cheaper rental accommodation 
certainly should not be dismissed out of hand; for example, attempts in New South Wales to 
preserve the boarding and lodging house sub-sector and to reduce the loss of rental 
accommodation through strata-titling. In Western Australia the relaxation of very high space 
standards for subdivisions is also a sensible step. At times, though, one has a sense of ‘Canute 
desperately hoping that will-power alone can do what cannot otherwise be done... ’ 


(iv) Local government policies affecting private renting 


The extent to which local government has been able to influence private renting has been 
determined separately within each State by their respective local government Acts. These 
provide frameworks within which local councils have exercised varying degrees of autonomy and 
local initiatives. 

The most important local government policy areas of relevance to private renting are building 
regulations and land-use zoning. Building regulations, of course, are frequently overlooked as 
many local councils fear that active policing would result in undesirable levels of homelessness— 
and much local and adverse publicity. Of more importance has been the practice of exclusionary 
zoning. Most developers and estate agents whom I interviewed in New South Wales, Victoria 
and Western Australia argued strongly that local councils effectively stopped flat development. 
Milligan and McAllister (1982) cite a study of local government planning and development 
regulation practices, by Sydney University’s town planning students, which showed strong 
emphasis on low-rise detached housing and the existence of many barriers to rental development. 
Local government officers at an AJUS-organised meeting in Melbourne confirmed this 
impression. As one said: “The response to flats was not to take steps to make rental developments 
acceptable but to increase negative controls’? Max Neutze (1978:108) questioned the notion that 
controls in themselves are a major problem, arguing that there was little hard evidence to 
support that view. Even so, all the arguments put to me lead to one conclusion: that councils 
have played a major role in slowing down development. That, however, does not necessarily 
mean that all controls should be abandoned. The critical question concerns what the controls are 
for. In some cases they are exclusionary, i.e. to stop certain developments or people from coming 
into an area. In other cases they are for health or safety reasons. We must distinguish between 
these as the former are for sectional and political reasons and the latter are generally agreed to be 
necessary. 
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Other recent local government initiatives should be noted, particularly the emerging interest 
of some councils in developing local housing policies, e.g. Waverley. Mostly these are still at the 
ideas/test project stage and cannot form the basis of considered review. Most councils still are not 
interested, though there actually may be scope for many initiatives at the local level. 


Intergovernmental relations 


A major problem affecting any evaluation of government policies and private renting is the 
question of intergovernmental relations, or, in many cases, the lack of inter-relations. This was 
well expressed by Ronald Mendelsohn in a submission to the Priorities Review Staff: 


The basic defect of housing policy in Australia has been the limited way in which it has 
been approached as between the three levels of government. It has been administered as a 
limited treaty concerning welfare housing between federal and state governments, to the 
exclusion of any other considerations. Nowhere is overall housing policy discussed 
annually between federal and State Ministers, as agricultural policy is discussed in the 
Australian Agricultural Council. In this sense there is no overall national housing policy. 
There ought to be an Australian Housing Council with overall planning powers. Of 
course such a Council would need to work within a general planning framework, of 
which unfortunately there seems yet little sign. (Mendelsohn, 1975:237) 


This critique no longer applies fully as housing ministers meet regularly. There is, however, 
still no overall framework for determining policies and priorities. In part that reflects current 
political realities. It would be possible, however, for State Governments to take much wider 
views of their housing responsibilities; largely neglected. 

Often there remains conflicts between, and within, levels of government, reflecting political 
differences which may not have much to do with housing; i.e. housing policies are used to score 
points or fight electoral and interdepartmental battles. Private renting—being weak politically— 
has thus remained a football to be kicked around at times suitable to politicians or bureaucrats. 
Unfortunately there are many codes of football in Australia and the rules, practices, and even 
seasons do not coincide. In this case, the ones who get kicked are occasionally investors and 
usually poor tenants. 


Policy Review 


With so many policies having diverse direct and indirect effects, what conclusions emerge? 

Any evaluation should be prefaced with some cautionary notes. First, there remains 
considerable debate about most, if not all, of the effects of all of the above policies. Second, 
various policies have had different effects on different groups. Third, and perhaps most 
importantly, past policies have operated under changing circumstances which may no longer 
obtain (e.g. the growing significance of unemployment and the elderly). We must carefully 
distinguish, then, between the evaluation of past policies and assessment of the likely effect of 
future policies. Let us, therefore, review past policies before considering policy options in the 
next section. Some main conclusions emerge: 


(i) Most government policies affecting private renting have done so indirectly and, to a large 
extent, unintentionally, especially Commonwealth policies. State housing authorities have 
avoided intervening directly in the problems of private renting; 

(ii) Limited legislative reform in South Australia and Victoria has benefitted tenants without 
leading to greater disinvestment than elsewhere. If the equity case for reform is accepted 
then the possible market reaction should not be in itself sufficient justification for 
inaction—rather it should lead to other, additional, reforms; 

(iii) During the 1970s the combination of (a) continuing support for owner-occupation, during 
recessionary conditions of decline in real wages and increasing unemployment, and (b) the 
reduction of support for public housing, ensured greater reliance, by the poor, on private 
renting. This could not be accompanied by an increase in purchasing power, there was 
thus little scope for attractive investment. In other words, policies and non-policies, 
combined with market forces, ensured greater dependency of the poor on private renting. 
This made such investment riskier and less attractive. Conversely, other groups (especially 
sharing singles) offered better rent-paying capacity and security which, while ensuring 
viability of some parts of the sector, further competed with the poor. Hence, owners and 
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property managers had greater incentives to exclude poor tenants to maintain the viability 
of their investment. There was thus greater pressure on poor tenants to spend a growing 
proportion of their income on rent or face eviction; 

(iv) The viability of investment (which affects availability) was maintained, for houses, by 
government policies which assisted the growth of house prices, but threatened by fears of 
capital gains tax and, more recently, by questioning tax-deductibility. Different kinds of 
investors were affected in different ways. The availability of other investment opportunities 
after 1978/79 has attracted much ‘speculative’ investment out of housing though current 
predictions of house price increases will attract some back. Unless there is an indication of 
very strong demand and rent-paying capacity there is little prospect of new rental 
developments. ‘Good’ tenants, however, can usually buy. Poor tenants cannot afford rent 
levels that would make new construction viable. Private investment is most unlikely to 
make more rental accommodation available to poor households; 

(v) Affordability has been affected crucially by recession and greater disparities between rich 
and poor. Incomes of the poor, especially those not earning wages or salaries, have fallen 
even further behind rents. Massive subsidies would be needed to improve their position 
and unless very carefully targeted, these would mostly/all go to landlords. As short-term 
relief of desperate hardship, rental support and bond assistance have been and are valuable. 
As long-term policies they are hopeless. Other forms of provision are the only long-term 
viable solution for the poor, whether public, quasi-public or voluntary sector or even new 
forms of ownership and/or rental-purchase. The last options, however, as advocated by 
Stretton and others, in my view could apply only to small numbers already on the margin 
between buying and renting; 

(vi) States and local authorities have had mainly negative effects on private renting. The 
introduction of legislative reform has not in itself been a major factor in decline. Other 
policies (discussed above), however, have tended to add to the general disadvantages of the 
sector; 

(vii) The lack of intergovernmental organisation and, indeed, problems of co-ordination within 
levels of government have contributed to the continuing failure to address positively the 
problems of private renting. 


NOTES 


1. This section owes much to the review of legislation prepared by J. Nicholson and P. Weeks (Chapter 5). Additional material is based on 
interviews and official publications. 


CHAPTER 7 


The Backlog of Private Tenants 


Hal L. Kendig 


Introduction 


The public debate on housing markets and policies overwhelmingly focuses on home 
ownership and, to a lesser degree, public housing. The private rental sector attracts relatively 
little political attention or support and is too often dismissed (or worse yet, ignored) as a 
temporary and residual sector.' When the difficulties of private tenants are acknowledged, the 
proposed policy responses typically are to find ways to help them into a home of their own or a 
public tenancy. This strategy, however, has never met the needs of the majority of tenants 
stressed by high housing costs, and it is becoming even less successful as access to the more- 
favoured tenancies has become increasingly difficult. There is a growing backlog of people who 
are unable to leave, or in some cases even enter, the private rental market. 

This paper aims to identify the current state of the private rental market and the stresses 
experienced by some householders within it. After identifying the features of private tenancy 
versus other tenures, the paper turns towards understanding the diversity between tenants 
during the relatively favourable housing markets of the mid and late 1970s. The next section 
considers whether the backlog of tenants who are unable to leave the sector has been increasing. 
The paper concludes by discussing the consequences of the backlog, why government has been 
unable to address the needs of private tenants, and some modest beginings towards ameliorating 
their difficulties. 


Tenure Features and Inter-Relationships 


The principal tenures—private tenancy, public tenancy, and owner occupation—are closely 
inter-related and it is impossible to understand any one tenure in isolation. On the demand side, 
there is a continual and substantial flow of people entering private tenancy and eventually 
moving on to either owner occupancy or public housing. On the supply side, dwellings can be 
built for either sale or rent, and it is relatively easy and common to change the tenure of existing 
dwellings. Change in any one part of the market has substantial effects, indirectly and directly, 
on the other parts. 

Within the overall housing system, private tenancies play a secondary or residual role in 
several respects. As the majority of households prefer ownership, or public housing as a second 
best, demand for private rental housing is determined largely by the constraints on entering more 
desirable tenures. The flow of households within the stock (excluding, for the moment, entrants) 
is largely one-way from private tenancies to home ownership or public tenancy—by a factor of 
nearly five to one according to a study in Adelaide (Kendig, 1981). Ironically, changes, which on 
first inspection should make rental housing more attractive (such as low rents relative to income), 
can provide the opportunities to save deposits and thus increase moves out to owner occupancy. 
On the other hand, a tight market in owner occupancy or shortages of public tenancies, can 
increase problems in the private rental sector as more households bid for a limited amount of 
housing. 

Private rental housing also plays a secondary role on the supply side. Firstly, rents and prices 
of rental housing are strongly influenced by the value of the property for other uses. In the 
private market for houses, the owner-occupied sector dominates by a margin of seven owned for 
every one rented and sets prices for rented houses; similarly, very few houses today are built for 
private renting, with most becoming available for rental only on a temporary basis after earlier 
use in owner occupancy. At the other end of the market, the supply of boarding houses and other 
cheap forms of rental accommodation depends largely on the conversion of buildings previously 
used for other purposes. They are easily lost from the stock when other uses—especially non- 
residential activities, home units, or even single-family housing—bid for their sites and 
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structures. Only in flats does the private rental sector lead the market in terms of total numbers 
in the stock and new construction. 

The residual nature of private rental housing stems primarily from its inherent disadvantages 
relative to other tenures. Compared to owners, private tenants have limited security or freedom 
in the use of the dwelling. In Adelaide during 1976, one-quarter of the moves within the private 
rental sector were forced by evictions, lease terminations, or by dwellings being sold or owners 
returning (Kendig, 1981). Although private tenants have fewer responsibilities for maintenance 
and upkeep, they are reliant on landlords who pay the costs from the tenants’ rent. An area where 
private tenants have an unequivocal advantage over owners, although not public tenants, is that 
they can leave and find dwellings more easily and inexpensively. 

Residents in different tenures also have very different streams of housing costs over time. 
Private tenants pay relatively small entry costs—bonds and advanced rent—but their rents are 
related to rises of the market values of the dwellings. Capital appreciation accrues to landlords, 
although rents may be discounted in the expectation of these gains. By comparison, buyers pay 
very high entry costs—deposits, stamp duty and conveyancing—but their mortgage payments 
typically fall in real terms over time and equity in the dwelling increases.’ Buyers are insulated 
from subsequent rises of housing prices, if not interest rates. Outright owners have no 
repayments and a capital asset which can be borrowed against and can be left as inheritance. 

Owners also receive substantial public subsidies, unavailable to private tenants, in the form of 
artificially low interest rates, the non-taxation of imputed rents, grants to subsidise deposits and, 
more recently, taxation concessions on mortgage interest rates. By comparison, assistance to 
private tenants, primarily Commonwealth Supplementary Assistance, is very limited. These 
policies will be discussed later in the paper. The net result is that, over the longer term, owners 
have major financial advantages over tenants (Bethune, 1978; Headey and Smith, 1980). They 
also consume much more housing than private or public tenants and pay less for it: even if one 
leaves aside outright owners, the housing outlays of private tenants in 1976 were twice those of 
purchasers on comparable incomes (Neutze, 1981). 

Public tenants receive financial advantages and public subsidies between those of private 
tenants and owner occupants. While public tenants accumulate no equity in their homes, in the 
past they received the benefits of low housing costs where state housing authorities operated 
historic cost pricing. With the introduction of market rents, public tenants no longer benefit (as 
owners do) from costs set by historic prices and interest rates. Poorer public tenants, however, 
benefit through the introduction of rent reduction schemes. 

Notwithstanding the long-term advantages of owner occupancy and public tenancy, 
households overwhelmingly begin their housing careers in private tenancies and a significant 
minority never advance. As discussed below, access to the advantages of owner occupancy 
requires substantial savings and incomes. In times of inflation the entry thresholds become very 
high as the costs are skewed toward the early years of buying. Access to public tenancy in most 
States is limited by means tests and long waiting times. While private tenancy requires bonds and 
involves ‘screening’ by agents and landlords, it is the most accessible, if not the most favourable, 
of the tenures. 


Flows Through Private Tenancies 


The 22 per cent of households in private tenancies in 198] were in a minority compared to the 
73 per cent which were owners or purchasers.’ Nonetheless, nearly everyone passes through 
private rental housing. A study of movers in Adelaide showed that, of the young adults leaving 
their parents’ homes, fully 84 per cent rented privately at least for a time (Kendig, 1981). Private 
rental housing clearly serves as a temporary stage in the housing careers of most households. The 
occupancy of private tenancies thus varies by age group: from 62 per cent among young, 
childless singles and couples, to only 14 per cent among families with children.‘ These 
reductions are explained primarily by moves into owner occupation, with an increase from 38 
per cent to 76 per cent, between these life cycle groups, and into public housing, from 2 per cent 
to 10 per cent. In mid life and old age, many households on low incomes are owners because 
they bought in earlier years when incomes were higher. 

This widespread movement out of the private rental sector is a major achievement but any 
acclaim for it must be tempered by two important qualifications. Firstly, many households had 
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bought some time ago when access costs were relatively lower. Secondly, the chances of families 
with children remaining as tenants, either public or private, are nearly three times as great (40 
per cent) among those on low incomes as for those on high incomes (14 per cent).> Although 
public housing is especially important for those on low incomes, it provides for little more than a 
third of the low-income tenants in the family or post-family stages of the life cycle. A significant 
minority is destined to remain in life-long private tenancy. 

Whether people remain in private tenancy or move onto home ownership is not explained by 
tenure preferences. The preference for ownership stays between 80 and 90 per cent regardless of 
current tenure income or stage in the life cycle (Gibbings, 1973; Kendig, 1981). While the 
strength of the preference of owning may well vary to a greater degree, the primary explanation 
for the movement into home ownership is that more people are able to afford it after some years 
as private tenants. Even households on relatively high permanent incomes can be caught, at least 
temporarily, in the backlog of frustrated potential buyers. Indeed, a survey carried out in Sydney 
in 1978 (before massive subsequent price rises) found that nearly three-quarters of the tenants 
said they were renting for financial reasons: 58 per cent said ‘they could not afford to buy’. The 
study showed that 10 per cent preferred renting for the ease of moving or fewer responsibilities, 
and only 3 per cent believed that ‘renting is cheaper in [the] long term’ (Australian Bureau of 
Statistics, 1978). 

Similar conclusions emerged in a study of tenants who had moved within the relatively low- 
cost housing market of Adelaide in 1976. Only 16 per cent of these private tenants had the 
financial capacity to purchase even a very modest home (Kendig, 1981). Nearly half, however, 
already had sufficient income to meet mortgage payments, if not the wealth to make a deposit, 
and many could look forward to better financial prospects as incomes and savings increased in 
the future. These were the temporary tenants who were likely to be able to accumulate deposits 
over the years ahead. The few private tenants who already had the means to buy typically were 
saving a little longer in order to buy a home that better met their long-term aspirations. 

How finances virtually dictate tenure selection is also shown in a multivariate analysis 
predicting whether movers rent or buy. As expected , wealth and family income emerged as the 
best predictors. Only when households had both the necessary wealth and income did the 
proportions to buying vary independently according to life cycle. Among this group, 84 per cent 
of families with children were buying, as compared to 61 per cent of childless couples of older 
households. 

Life cycle, nonetheless, is closely associated with the economic means necessary to purchasing 
a home. In the Adelaide survey, only 13 per cent of the young single movers could afford to buy, 
as compared to over 40 per cent of the young couples and families with children. While career 
advancement and wealth accumulation with age are part of the explanation, the most important 
factor was the combination of two incomes in one household; two-thirds of households buying 
for the first time contained two earners. Postponement of childbearing, or combining parenting 
with two jobs in the family, is the primary explanation for why so many have continued to be 
able to move on to home ownership. Only 10 per cent of the first-time buyers had a family 
income below average male earnings and the vast majority of these had heavily subsidised 
government finance. 

While most of those leaving the private rental sector in the Adelaide study were buying, a total 
of 14 per cent were moving to a public tenancy. (The figure probably would be even lower in 
other cities, such as Sydney and Melbourne, where there are relatively fewer government 
dwellings.) Virtually none of the movers into public housing had enough savings to put down a 
deposit and only 14 per cent had a household income that exceeded an average wage (very few 
had two earners). Public tenants were distinguished from private tenants by being further along 
in the life cycle, and from buyers by having lower incomes. Other figures suggest that public 
housing serves much more as an alternative to home ownership rather than as a stepping stone 
towards it. Only 11 per cent of movers into public housing expected to move on to home 
ownership within the next five years. 

Once households have managed to leave the private rental sector, they seldom return to it. 
Only 6 per cent of movers into private tenancies in the Adelaide study were former owners. Of 
those who had moved ‘backwards’ along the typical housing career, half were people who had 
recently been divorced or separated, and most of the rest were renting for short periods before 
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buying again. Former owners moving back to renting for financial reasons were relatively 
uncommon. Even in today’s market, purchasers are vulnerable only during the early years of 
buying, and most owners make extraordinary sacrifices to keep their homes. 


A Growing Backlog? 


The previous section showed that, even in 1976, there was a substantial backlog of private 
tenants who were forced to delay home ownership or who were never likely to attain it. In this 
section, attention is directed towards the question of whether or not this backlog has increased 
over recent years. The conclusions are tentative for two reasons: firstly, the necessary data for a 
complete analysis of the 1981 census are still unavailable and secondly, there is considerable 
diversity between and within housing markets in different areas. 

The residual role of private rental housing explains why it absorbs most of the pressure when 
the overall housing market becomes tight. The Indicative Planning Council (1982) has shown 
that, for Australia as a whole, dwelling production since the mid 1970s has not kept pace with 
the new household formation. Except for a short burst between late 1979 and mid-1981, 
commencements of new dwellings have been at relatively low levels over the last 7 years. 
Housing demand has been stimulated by the entry into adulthood of the tail-end of the baby- 
boom generation, and by a continued reduction of household size among most age groups apart 
from very young adults. 

As well as this overall growth of demand relative to supply, access to home ownership has 
become increasingly difficult.© This has not been due to price rise alone. Indeed, with the 
exception of a boom in Sydney during the late 1970s, house prices have not been rising as fast as 
average earnings or the Consumer Price Index. Those price increases which have occurred, 
however, have combined with rapid rises of interest rates—by approximately 4 per cent from 
1978 to 1982—and, until the last few months, substantial restrictions on the funds available for 
housing finance from the banks and building societies. 

Similarly, low-interest loans made available for home purchase by the Commonwealth 
government have, until the last budget, been substantially reduced since the mid 1970s. They 
fell in real terms by 59 per cent in the two years from 1978 to 1980-81 alone. Even with sizeable 
real increases by State Governments the total amount of public funding for home purchases fell 
in real terms by 20 per cent over that period. 

Financial institutions have rationed their scarce funds and kept repayment burdens down to 
manageable levels, by decreasing the size of loans relative to prices. As a result, the necessary 
deposit for first-time buyers, of an average house with an average savings bank loan, virtually 
doubled (to over $21,000) from March 1980 to March 1982. The problem has been particularly 
acute in Sydney where, as of June 1982, the average price paid by first-time buyers had to raise 
deposits for homes priced at an average of $64,000, as compared to an Australian average of 
$48,000. 

Notwithstanding the recent increases in the costs of borrowing, it appears that home- 
ownership rates have not fallen between 1976 and 1981.’ While information is not yet available 
to give any definative explanation, there are several possibilities.* One lies in the basic changes in 
the age of the population as more of the baby-boom generation has moved from the usual renting 
years into the buying ones, and more very old life-long tenants (whose chances of ever buying 
had been dashed by the depression and World War II) have left the housing market. Another is 
that any reduction of household formation among young adults would decrease the base number 
of households. Finally, the obstacles to buying did not substantially increase until very late in the 
intercensal period. 

Despite these qualifications, most young households, if not as many as previously, apparently 
still can meet the costs of buying. Some young couples apparently have overcome the barriers by 
delaying childbearing and continuing with both in the workforce. One also suspects, though no 
data are as yet available, that middle-aged parents may be helping their adult children purchase 
homes by providing financial gifts, loans or loan guarentees.’ Finally, during the more favourable 
economic climate of the late 1970s households were further encouraged to buy because of 
expectations of continued house-price inflation and reasonable confidence that their jobs would 
continue. 

While the economic outlook in the near future is grim, it is useful to remember that 


70 AFFORDABLE AND AVAILABLE HOUSING 


unemployment rates are highest among those who have yet to reach the prime home-buying 
years. Moreover, continuation of high interest rates, or possible reductions of real earnings, 
could over the middle term be partly tempered by reductions in real home prices, as appears to 
be happening in Sydney. 

In summary, it seems likely that there has been some increase in the backlog of tenants unable 
to buy but it appears to have emerged later and to be smaller than is commonly thought. The 
backlog that does exist probably impacts most directly on the higher cost parts of the private 
rental market but would have strong flow-on effects to the other parts as well. Reduced 
availability of public housing would also increase the demand for private tenancies, especially 
those of low rents. With the sharp reduction of funds for public rental programs, 
commencement of government dwellings dropped by 36 per cent between 1977-78 and 1981- 
82 (Indicative Planning Council, 1982:26). Public housing has been increasingly falling further 
behind the demand: waiting lists rose by over 40 per cent from mid-1979 to mid-1982. 

The supply of private rental housing does not appear to have kept pace with the rising 
demand. If one assumes that flats make up the majority of new rental housing, then it appears 
that additional supply was reduced during the mid- to late-1970s—due to high interest rates and 
perhaps some slackening of the growth of demand—and then increased as a shortfall developed 
since 1979 (Indicative Planning Council, 1981:26). Given the high interest rates and stringent 
building and planning regulations, it is likely that the new flats have been increasing supply 
primarily at the higher end of the market. 

The composition of the private rental market has probably changed marginally. While little 
information is available on losses or conversions, the numbers of boarding houses and 
inexpensive small flats appears to have fallen rapidly in Sydney (NSW Department of 
Environment and Planning, 1981). Throughout Australia, the net intercensal increase of 
occupied privately rented houses rose relatively slowly (+ 12 per cent) compared to the more 
rapid increase of flats (32 per cent). This difference is probably explained by the reduced 
profitability of renting houses relative to the gains to be made by selling them. 

One indication of the tightening rental market is the rapid reduction of vacancy rates, as 
identified in surveys by the Real Estate Institute of Australia (1982). From early 1980 to mid 
1982, the vacancy rates in most capital cities have been virtually halved, from approximately 
three per cent to between one and two per cent—by comparison a vacancy rate of between three 
to four per cent is the common benchmark for a balance between supply and demand. Other 
indications of a tightening market are the rapidity with which vacancies are filled, and the 
increase in the average duration of tenancies. 

Contrary to other market trends, private rents, on average, have risen relatively slowly 
compared to other living expenses, house prices, or wages. From 1976 to 1981, the private rental 
component of the Consumer Price Index rose by 46 per cent, as compared to 61 per cent for the 
total CPI and 67 per cent for average earnings. With the recent tightening of the rental market, 
private rents have begun to rise more quickly; by 11.4 per cent from June 1981 to June 1982. 
This increase was slightly faster than that for the total CPI but still lagged behind rises of 
average earnings. 

There are several explanations for the relatively slow rise of private rents. One may well be that 
landlords were not insisting on high rates of return from rents because few had high mortgage 
payments and, especially during the optimistic days of the mid- to late-1970s, most thought they 
would make capital gains as demand by owner occupants increased prices on all housing 
(Bethune, 1978). Another explanation, particularly important over recent years, is that turnover 
rates have been low and rent increases typically occur only after a vacancy. The likelihood of a 
considerable lag of rents behind prices and interest rates are strengthened when one realises that 
most landlords have small holdings, are largely self-financed, and probably are not fully aware of 
market potentials or perhaps do not fully exploit them (Yates, 1982). 

The average increases of rents, however, obscure the differential movements within different 
parts of the market. Between 1976 and 1981, the Census showed that the median rent for 
privately rented houses rose by 71 per cent as compared to only 48 per cent for flats. Over this 
same period, private rents rose much faster in Sydney (78 per cent) than in Melbourne (46 per 
cent) or Adelaide (33 per cent). The single most dramatic rise was the 96 per cent increase for 
houses in Sydney. Other data, gathered from newspaper advertisements, show that rents appear 
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to be rising especially quickly in the inner areas of Sydney and Melbourne (Burke, 1982). These 
differences reflect both heightened demand and the greater constraints on new supply in certain 
parts of the market. It appears that rents will continue to rise quickly. With vacancies currently 
at such a low level, each new letting is likely to involve a sizeable upward adjustment of rents. 
Moreover, supply may lag in responding and new dwellings will reflect the increasing costs of 
land, higher building standards, high interest rates on working capital and rising costs of labour 
and materials. Furthermore, expectations for capital gains, which work toward keeping rents 
down, are not very promising. After many years, during which the costs of renting have fallen 
relative to the costs of buying, the balance now appears to be moving in the other direction 
(Burke, 1982). 


Consequences of the Backlog 


Problems in the private rental market are easily missed for several reasons. While up-to-date 
data on average rents and incomes are generally available, there is no such thing as a typical or 
average tenant—there are any number of types ranging from affluent young couples and former 
owners through to destitute pensioners. The market for rental housing is equally diverse but the 
Consumer Price Index measures only average movements of rents; 1981 Census data relating 
different rent levels to income of tenants still are not available. Finally, even if the real costs of 
renting were not increasing, the problem of paying them intensifies if broader economic change 
reduces the income of substantial number of renters. 

With these qualifications in mind, there is little reassurance in figures from the CPI and other 
sources which show that private rents, as a proportion of income, were approximately 15 to 29 
per cent during the mid-1970s, and have fallen slightly since then. Ironically, an increase in the 
backlog of frustrated potential owners, who would have higher incomes than other tenants, 
would lower average rent-to-income ratios while directly increasing ratios for tenants on low 
incomes. Even rents of 20 per cent of income can significantly reduce saving capacities of 
aspiring owners and stress those on very low incomes. 

The burden of paying a high proportion of income on rent has fallen heavily on the bottom 20 
per cent of private tenants who have household incomes at, or below, the level of a government 
pension. Estimates updating 1976 Census figures to 1980 suggest that 180,000 poor households 
were in the private rental market, and nearly two-thirds of them paid more than half of their 
income on rent.’ From 1976 to 1981, the number of pensioners receiving the small 
Supplementary Assistance (provided to poor private tenants) rose by a third; the greatest 
proportional increase was among single parents (145 per cent rise) but the aged still remained as 
the largest single group comprising 45 per cent of recipients (Annual Reports from the 
Department of Social Security). 

Yet figures on Supplementary Assistance severely underestimate the extent of the problems. 
Persons who receive certain government benefits—unemployment, short-term sickness, or 
special—are ineligible for Supplementary Assistance. The number of these beneficiaries rose by 
66 per cent from 1976 to 1981. Recent figures from the Australian Bureau of Statistics show that 
the number of unemployed persons alone rose by a further 54 per cent from mid-1981 to 
October 1982." 

Groups other than those on government pensions or benefits also can be stressed by high 
rents. Families on a single basic wage have considerable housing needs and the rapid rise of 
house rents would have particularly affected them. While many young single individuals cope 
by sharing rents, others are delaying their departure from the family home. Some of those who 
choose to leave anyway, especially those who are under age 18 and on small unemployment 
benefits (or on no benefit if under age 16), end up homeless (Senate Standing Committee on 
Social Welfare, 1982). In addition to the costs of meeting rent, thay are priced out of the market 
by bonds and advanced rent payments that can require $500 or more to move into a private 
tenancy in Sydney. 

There are other ways, besides high rent payments, in which competition in the rental market 
can disadvantage tenants on low incomes. If rents are to be kept at an acceptable proportion of 
income, then choice and quality are severely restricted. One study found that, in 1981, the 
proportion of privately rented dwellings which were affordable (rents less than one-third of 
income) was only 6 per cent for married pensioners in Sydney and 17 per cent in Melbourne 
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(Burke, 1982.). This study also pointed out that when the rental market is tight estate agents and 
landlords can more easily exercise their preferences to exclude single parents, youth, and others 
who are particularly disadvantaged. 

In summary, the majority of private tenants frustrated from buying are not unduly stressed by 
high rents. The burden falls most heavily on pensioners and other people who would be unlikely 
to ever buy under the best of circumstances. For these groups the backlog emerges in the 
growing waiting lists for public housing. The prospects are that the problems will become worse 
as rents rise and unemployment increases. 


Public Responses 


Before discussing particular policies it is useful to step back and consider the overall role of 
private tenancies in the overall housing system. They are an essential aspect of the market 
because neither the home ownership nor the public housing sectors can be as responsive to 
fluctuations of the market pressures. Only the private rental sector provides accommodation 
quickly and inexpensively, at least in the short run. Whatever its failings in other respects, there 
is little doubt that the private rental sector is a useful and important part of the market. 

If all households could eventually move on to ownership or public tenancy the role of private 
renting in buffering overall market change would not impose substantial inequities on any one 
group. Market pressures would then determine when rather than whether households moved out 
of private renting, and everyone would eventually have the advantages of owner occupancy or 
public tenancy. However, the current distribution of income, combined with the costs of 
ownership and rationing of public housing, ensures that approximately 10 to 15 per cent of the 
population will never leave private tenancy. This group makes up about one-quarter of the 
private rental market at any one point in time. In this sense, one could argue that the sector is as 
large because the other sectors cannot satisfy the demand. 

The key point is that housing tenure heightens and adds to economic inequalities. Tenants pay 
ever-increasing costs and accumulate no assets, while owners pay decreasing costs and 
accumulate substantial equity in their homes. Government policy benefits owners much more 
than tenants, as discussed below, and in this way accentuates the discrepancies in the 
marketplace. Moreover, the low costs of long-term owner occupancy are virtually a necessity for 
the aged and others trying to live on pensions or benefits. For most Australians home ownership 
serves as a principal means of superannuation (redistributing income from the early to later adult 
years), a social insurance policy (providing protection if earnings are interrupted), and a means of 
forming wealth (which is eventually passed on to heirs tax-free). 

Ironically, the very success of widespread home ownership has limited the responsiveness of 
government to the needs of private tenants. Private tenants as a whole, and especially the 
permanent tenants among them, are a small and powerless minority at any one point in time. 
While all political parties would claim a desire to serve those most in need, the fact is that 
disadvantaged tenants are never likely to make any difference to an electoral result. Support for 
the private rental sector also is not grounded in any of the ideological perspectives that underlie 
political commitment to home ownership and public housing. Private tenants are a blind spot 
from virtually all points of view. 

The distribution of government subsidies for housing reflects the relative political strength 
behind each of the tenure groups. A conservative estimate is that the total subsidy to owner 
occupants approaches $2,000 million annually. The largest component of this is the $1,000 
million or more of tax forgone on imputed rent. Government is understandably reluctant to tax 
these returns, partly because the concept is difficult to understand and partly because so many 
people, including older owners of modest means, benefit from them. However, it is a central 
element of any balanced assesment of tenure policy because comparable benefits are not 
available to private tenants. It is also important to recognise that these taxation concessions do 
nothing to facilitate access to home ownership. The substantial financial advantages are 
forthcoming primarily in the later years of occupancy when equity in the home becomes 
sizeable. 

At the time of writing, direct subsidies to home owners are not very effective in increasing 
access to home ownership. The $230 million of tax rebates, available during 1982-83 on interest 
rates in the first five years of buying, are not directed to the marginal buyer, nor do they deal 


THE BACKLOG OF PRIVATE TENANTS 73 


with the basic problem of high deposits. There is little reason to believe that these rebates would 
encourage lenders to increase the size of loans as capacities to repay them increase. The Home 
Deposit Assistance Scheme, estimated to cost $147 million annually, is far better directed toward 
the marginal buyer, and does work toward increasing home ownership. Yet even this program is 
limited because the maximum grant of $2,500, increased to $3,500 for families with two or more 
dependent children, meets only a small part of even minimal deposits. Only the Home Purchase 
Scheme, with an estimated $250 million of Commonwealth support for 1982/83, provides 
substantial interest subsidies and allows low deposits—both of which are required by households 
that could not buy with private finance.” Overall, the various Commonwealth policies slightly 
increase access to home ownership but they serve more to increase the financial advantages of 
those who have bought anyway. 


On the other hand, public housing is almost entirely reserved for households that would 
otherwise be consigned permanently to private tenancies. Even better-off public tenants, on 
incomes up to 85 per cent of average earners, could not afford to buy without significant 
subsidies. If they could somehow be removed (and I would not advocate such a policy), it would 
not reduce the backlog of private tenants, nor would it free sufficient vacancies to house all of the 
very poor in the private sector. Such draconian measures, and to a lesser but more immediate 
extent the introduction of market rents, redistribute from modest earners (not more affluent 
owners) to the impoverished. While funds for public rental housing were increased by 17 per 
cent to $333 million for 1982/83, this level of funding is still nearly 40 per cent below the real 
amount of funding in 1974. This amount of financial support can not keep up with the rate of 
growth of probable permanent private tenants, let alone reduce their numbers. 


While policies on home ownership and public housing could reduce the backlog of tenants, 
the difficulties within the sector can also be addressed directly. Action can be taken on either the 
supply or demand sides. Although the greatest need is among those who otherwise would never 
be able to buy, there is a strong case for increasing availability and reducing costs throughout the 
private rental market. Under current policy all tenants are disadvantaged relative to all owners 
and, to a lesser degree, public tenants. Even those who will buy eventually find it hard to save 
deposits when rents are high. Moreover, the markets for different kinds of private rental 
dwellings are closely interrelated, and reduction of pressure in any one part of the market, even 
the higher cost parts, would have indirect though strong benefits for tenants on lower incomes. 


Given the reluctance of recent federal governments to increase expenditure, it is hardly 
surprising that state governments are applying planning controls to limit the losses of existing 
low-cost rental housing, and encourage the provision of additional low-cost rental housing. For 
example, New South Wales has planning legislation that encourages dual occupancy, makes it 
more difficult to convert boarding houses to other uses, and attempts to limit restrictions and 
delays in constructing flats (these policies are reviewed in a local context by Milligan and 
McAllister, 1982). Such measures are sensible but seem unlikely to have any major effect on 
reducing costs or increasing availability. Rent control legislation may effectively reduce costs for 
existing tenants, but it reduces supply and hence increases problems for entrants to the market. 


A more effective and expensive way to equalise private tenancy with other tenures would be 
the introduction of a depreciation allowance on new investment. This taxation policy, already 
operating in the United States, would be similar to concessions already available on capital 
investment in industry, and would compensate for taxation concessions on imputed rent 
available to owner occupants. It would stimulate new construction as required to overcome the 
shortage of private rental housing and generate employment. Research in the United States 
suggests that private rental markets are quite competitive, and it is unlikely that all or most of the 
benefits would be withheld from tenants by landlords (Struyk and Bendick, 1981). 


Of all the possible policy options, rental supplements provide the simplest, quickest, and most 
effective way to provide support specifically to those experiencing the most intense housing 
difficulties. The Commonwealth currently spends approximately $200 million annually for 
Supplementary Assistance payments of up to $10 weekly for pensioners paying rent. However 
this amount is 25 per cent less in real terms (deflated by the CPI private rental index) than it was 
in the early 1970s, and it excludes the unemployed and most other beneficiaries. In recognition 
of the inadequacies of the Allowance the new Mortgage And Rent Relief Scheme, which will 
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provide $40 million over three years, will be used mainly for additional rental supplementation 
in at least two States. 

There is a strong case for increasing Supplementary Assistance so that rents for all pensioners 
and beneficiaries could be kept below 30 per cent of income. This would relieve substantial 
financial hardship and reduce the current inequities between people in different tenures. Since 
no more than one-fifth of tenants would receive them, it is unlikely that the increased allowance 
would drive up rents by substantial margins (and tenancy legislations could limit the increase).' 
To the extent that rents did rise in the lower part of the market there could be reductions in the 
losses of boarding houses and other inexpensive housing. The additional cost of expanding the 
program would be most unlikely to exceed the value of the tax rebate recently introduced for 
owners. 

In conclusion, the solution to the difficulties of all private tenants, but particularly those on 
low incomes, are clear and affordable. They include directing home-ownership policies to those 
who otherwise could not buy, expansion of public housing, planning and taxation policies to 
increase the supply of rental housing and, most importantly, an increase of funding and 
widening of eligibility for Supplementary Assistance. Both of the major political parties could 
develop a mix of these actions that would be consistent with their philosophies and would 
overcome the problems experienced by the backlog of private tenants. The question is whether 
the political will can be found to face and meet intense needs of a powerless minority. 
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NOTES 


' The appalling lack of information on the private rental market, and the difficulties of households within it, is both a 
consequence and explanation of this lack of recognition. 

2 It is important to note that this increase in equity results much more from appreciation, which includes a return on 
deposits and payments, than from repayment of the loan or improvements of the dwelling (Kendig, 1981:95) 

3 The 7 percent of households which did not state their tenure adequately have been allocated proportionally to each 
category of tenure. 

4 These figures are from the 1976 census: ‘young’ is defined as a household head aged 44 or under. 

5 Source: 1976 Census data. A low household income is defined as under $6,000 annually and a high income is defined 
as $12,000 or more. 

6 Most of the figures in this paragraph and the next two were provided by the Department of Social Security. They are 
from unpublished data provided on first-time buyers made available by financial institutions. 

7 At first inspection, the figures suggest a small increase of approximately one per cent, however, this change is well 
within the margin of error that could emerge given that seven per cent of household heads were inadequately defined 
or did not state their tenure. 

8 More definite analysis of the apparent changes must await the release of Census data on home ownership and 
household headship rates by age, income and geographical area. 

° Such information will be forthcoming in the results of the 1982 Family Survey, which will soon be released by the 
Australian Bureau of Statistics. 

10 These are unpublished figures produced by the Department of Social Security. 

'! The former figures are from annual reports of the Department of Social Security while the latter ones (not fully 
comparable) are from employment surveys carried out by the Australian Bureau of Statistics. 

'2 Results from the U.S. Experimental Housing Allowance Program found that rents in areas where allowances were 
used did not rise faster than in other areas (Struyk and Bendick, 1981). 
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CHAPTER 8 


Policy Alternatives and Conclusions 


Chris Paris 


Which housing policy is best? Policy makers and their advisers prefer clear, direct, and 
unambiguous responses to such questions. Many people intimately involved in the private rental 
market, whether investors, property managers, or consumers, also want straightforward practical 
proposals for reform. Some people, of course, either want a panacea or believe that they have 
discovered one: abandon land-use planning controls; introduce uniform rent control now; make 
all investment depreciable at x per cent over y years; take all privately rented stock into public 
ownership; forget private renting and get on with building more public housing; stop interfering 
and let the market work. 


The problem with looking for simple answers is that they are most likely to be of use when 
they are responding to simple questions. If A, then B, and, if policy C, then D. My contention is 
that the question of private renting, whilst not necessarily too difficult to understand or attempt 
some answers, is mot so simple as to allow for one-line catch-all solutions. 


The only responsible answer to the question, Which policy is best? is the one that was given 
by researchers at the Urban Institute of Washington. They examined diverse policies affecting 
the housing of low-income persons in the USA and concluded that the best answer to the 
question is ‘It depends’. Their argument, in my view, is compelling: 

It depends on which objectives are weighted most heavily; on conditions in the housing 
market at the time a program is introduced; and on income trends, growth in the number 
of households, and the cost of producing housing. There is no single answer, indeed, 
there may not even be a single answer for each metropolitan area. (Struyk et al, 1978:91) 


In other words, the effectiveness of policies will depend crucially on the market within which 
they are implemented. Hence variations in space and over time affect their viability. What works 
in Hobart might fail in Perth; what would have worked yesterday may fail tomorrow. There are 
therefore compelling reasons for doing good technical local analyses of trends and issues and also 
clearly deciding on objectives before or in parallel with policy formulation. If we get such 
analyses wrong or if subsequently we fail to monitor change, evaluate the effectiveness of policies 
and amend them accordingly, then we might well make things worse for the groups who were 
supposed to benefit from the policies. 


To that sobering evaluation we might add the following. The best policy strategy depends on 
the public commitment given in fiscal, statutory and managerial terms. It depends also on the 
opposition to a policy and opponents’ capacities for resistance and avoidance. A policy which 
comprises verbal commitment to action but which is inadequately supported with resources 
might be worse than doing nothing, especially if opponents’ capacities for action remain 
unaffected. 


The American researchers went on to argue that the quest for one ‘best’ policy is probably 
mistaken. Varying combinations of different policy measures, they suggest, will be appropriate 
in different places at different times. They suggested that important differences between 
American cities required different approaches to housing policy, partly because the local housing 
problems and prospects were different. Similar arguments are put forward by Donnison and 
Ungerson in their discussion of variations between British towns: 


Different kinds of place have different kinds of housing problem. Regional comparisons 
are much too coarse to reveal these patterns. For that we must get down to urban scale. A 
town’s housing conditions reflect its economic history and the social structure and 
political culture derived from that experience. Housing is both an effect and a cause of 
these patterns. (Donnison, and Ungerson, 1982:136) 
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It has already been demonstrated in this paper and elsewhere that there are important 
variations both between and within Australian States in terms of housing generally and private 
renting in particular. There are different issues and different problems and therefore there can be 
no simple, single policy which can adequately address that diversity. We are better off thinking 
in terms of a ‘policy mix’ which will comprise differing elements in varying combinations in 
different places. The capacity for policy development and implementation varies considerably 
between levels of government. Different political philosophies guide the elected governments in 
the different States and there are often profound differences of view between State and Local 
Governments. In recent months there have been many examples, too, of conflicts between the 
States and the Federal Government. The ‘best’ policy mix from the point of view of one level of 
government may be strongly opposed by another, especially where party political differences are 
involved. The objective of actors at one government level may be precisely to negate the effects 
of policies devised and implemented by another. At times, indeed, it appears that different 
departments of the same government have operated policies in opposition to each other. 


Policy options 


The possible range of policy options is enormous and AIUS proposals drawing on my research 
are set out separately. In this section I will just outline some of the main issues under the 
headings specified in my study brief: 


(i) Investor-oriented policies: the most important issues are taxation and interest rates; 
depreciation allowances would also stimulate development, though the significance of 
effective demand will still be crucial determining whether investment occurs. There are 
very few reasons for supposing that new private development would accommodate needy 
households unless this was a condition of incentives—in which case they may not be taken 
up. Also there is the problem of what will happen, in the longer-term, to dwellings so 
assisted—they could be sold to owner-occupiers. There are few reasons for assisting 
investors to buy existing dwellings as they are competing with other users—they do provide 
rental accommodation but their involvement inevitably raises consumers’ costs overall. 
Grants or other (similar) incentives for upgrading stock have been considered and their 
probable effect was impossible to establish. 

(ii) Relative benefits of security and renter assistance as trade-offs for profitability: this might 
prove attractive to major institutional investors concerned with very long-term capital 
growth/stability such as superannuation funds. The possibility should be investigated with 
major fund managers. Policies of security of tenure are not likely to appeal to owner- 
managers or individual investors at all, even if linked to guarantees. In any case, how 
should profitable investment be defined and at what level? I see potentially massive 
bureaucratic hassles and headaches here. Rental subsidy is a vexed question. Subsidies only 
make sense if narrowly targeted and recipients are virtually unidentifiable, by landlord and/ 
or agents otherwise they are almost certain to flow on to landlords without increasing 
supply. Such targeting, however, would exclude many or most needy households. Rent 
subsidies aimed at bringing down private tenants’ costs to 20 per cent of income would be 
very expensive. An indication of the possible cost of such a scheme is set out in Tables 17 
and 18 (see Appendix 2) and the cost of such subsidies is compared to public-housing 
options: this comparison shows that the provision of public housing, under certain 
circumstances, might be a more practical long-term solution. Rent regulation would cause 
storms of protest but is the only policy—if linked to security—that definitely helps an 
indentifiable target group of tenants. It would almost certainly stimulate further 
disinvestment by some landlords. 

(iii) Planning and development controls and standards: local councils have undoubtedly used 
these policies as methods of exclusionary zoning. Local pressure on local politicians is 
reflected in local choice, i.e. the local councils operate such policies because their 
constituents wish to reinforce/retain their own privileged residential environment. There is 
a clear case for intervention by a higher authority where such policies operate to the 
detriment of poor tenants. However, I am sceptical that this has been a major problem 
overall in the past; I also doubt whether relaxation/intervention now would make 
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much difference as there is little pent-up development demand. What there is of the latter 
would not be for needy tenants. 
(iv) Alternative means of finance: superannuation funds are worth investigating, and at a 
smaller scale, investor’s co-operatives might be feasible. 
(v) Alternative means of provision: CHEP/CTS could be expanded, all encouragement should 
be given to co-operative and other voluntary agencies. Even so, these will only have a minor 
impact. Substantial growth of public housing might be the only feasible option. 


Broad policy considerations, however, cannot answer the question Policies for whom? We 
must therefore consider which policies legally, constitutionally, and practically belong at which 
level of government. The capacity of different levels of government to devise and effectively to 
implement the policy must be a critical element in policy choices. We must also ask why we 
should want to regenerate the private rental sector compared to other possible developments, 
especially public housing options. 

The major conclusion to emerge is in a rather contradictary form: problems are indeed 
pressing and urgent, but policies must be devised cautiously and carefully in ways which are 
appropriate to and feasible in local conditions. 

There is no unified private rented sector. The meaning and dimensions of ‘private renting’, 
the actors and institutions involved, and the problems of the sector are all dependent on 
definitions adopted, analytical methods used, and the values and priorities of the analyst. 
Different commentators and actors emphasise different, often contradictory, things. Whatever 
definitions and approaches are used, however, two issues do emerge as central—availability and 
affordability. AIUS was right to emphasise these. The nature of both issues and appropriate 
policies, however, remain in contention. 

What is zot in contention is the massive problem facing low-income tenants. This must be put 
into a broader context of structural changes within the Australian housing system. I believe that 
there is a growing polarisation between: 


(a) those who are well-housed, in work, usually owner-occupiers; and 
(b) those badly or expensively housed, often with incomes in the form of pensions or benefits, 
who are usually renters. 


The above dichotomy may be an exaggeration, but it underlines the importance of considering 
distributional issues which are changing over time. Public tenants have more in common with 
private renters than with owners, though public tenants pay a smaller proportion of income in 
rent than private tenants. Public tenants also have more security of tenure. 

Private renting is mot a cause of hardship for those temporary tenants who will move on to 
owner-occupation. All renters, however, and especially long-term, low-income renters, face 
continuing housing costs which, over the longer term are relatively greater than those facing 
home purchasers. Public tenants are poverty-trapped by means-tested rebates. Private tenants are 
poverty-trapped by rising rents. 

Most housing policies are forms of income assistance, whether subsidised public sector rents 
or cheap loan finance to house purchasers. Owner-occupiers have traditionally been assisted in 
the process of household capital formation which provides rent-free accommodation in old age 
and a disposable and inheritable capital asset. Public tenants on low incomes at least do not need 
to fear that their poverty will be increased by their tenure. Private tenants, especially poor 
private tenants, still face the bleakest, most unassisted future. Meanwhile, more public assistance 
is channelled into home ownership. The stimulation of construction is worthwhile for many 
reasons, but ways could be found to ensure that those who currently are the worst housed and 
poorest will benefit from that construction. It is less a matter of novel policies and analytical 
skills; it is more a matter of determination and political will. 
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APPENDIX I: 


The Real Estate Institute and the Private 
Rental Market 


Chris Paris 


Introduction 


This appendix summarises and comments on the Real Estate Institute of Australia’s annual 
reports for the years 1980/81, 1981/82 and 1982/83. It is in three parts. Part One looks at 
national developments over the three years, summarises REIA’s discussions and comments both 
on these and the extent to which the REIA covers the rental market. Part two looks at individual 
cities covered in detail by REIA’s surveys, summarises REIA descriptions of their rental markets 
and contains additional comments based on my research. Conclusions are presented in part 
three, which examines and evaluates trends discernable from REIA’s analyses. 


PART ONE: NATIONAL DEVELOPMENTS, 1980-83. 
(a) Summary of the REIA view 


. .. the predominant feature of the residential property market during 1980-81 was the 
tightening in housing finance availability and increases in interest rates . . . demand for 
private rental accommodation increased; the vacancy rate in all six cities fell, and rental 
levels began to rise .. . (REIA, 1981:4) 


The annual report for 1980/81 began by emphasising the importance of changed overall 
housing market conditions, particularly the problem of finance. As in previous reviews, the 
seasonal nature of demand was mentioned, but an overall tightening of the market was becoming 
apparent: ‘During 1980/81 the private rental market in all surveyed cities tightened 
considerably’. REIA’s survey participants were unable to satisfy prospective tenants’ demand 
and letting rates fell. Overall, the market ‘remained tight’ during 1981/82 and 1982/83. With 
“... declining availability of rental accommodation and increased demand’ in 1981/82, rents 
‘increased in most cities’ During 1982/83, with the ‘exception of Sydney and Newcastle, 
demand was strong . . . in Canberra and Geelong the vacancy rate fell to extremely low levels’. 
Demand increased somewhat after 1980/81 and, unlike units and flats, houses were especially in 
short supply. 

Reported vacancy rates were seasonal, peaking after Christmas. In addition they fell 
substantially from 1980 through to the end of 1981/82. Typically vacancy rates were lower for 
houses than for units and flats. With the exception of Canberra, vacancy rates rose again during 
1982/83; even so, reported vacancy rates were very low in Melbourne, Brisbane, Adelaide and 
Geelong. During both 1981/82 and 1982/83 there was a low rate of addition of new properties to 
real estate agents’ rent rolls. 

One indicator of rental market activity used by the REIA is the ‘letting rate’ defined as ‘the 
proportion of properties let during the month to the total rent roll’. Like the vacancy rate it is 
partly seasonal being highest early in the calendar year. The letting rate also indicates turnover: 
a ‘rate of 2.0 per cent indicates an average tenancy of four years: an 8.0 per cent letting rate... 
one year.’ During 1981/82 average rates fell in Sydney, Melbourne, Brisbane and Adelaide but 
increased in Perth and Canberra. It was rare to take more than two weeks to let any property. 
During 1982/83 letting rates were stable in Sydney, Melbourne and Perth, rose in Brisbane and 
fell in Adelaide, Canberra, Newcastle and Geelong. 

Rent levels and rent increases varied: ‘With a high demand for, and low supply of rental 
dwellings, there was upward pressure on rent levels during 1981/82’. Rents increased in 
Melbourne, Adelaide, Brisbane and Perth in that year, but less so in Sydney and Canberra. In 
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1982/83 evidence was limited, but it suggested that rents were stable or even in some case falling 
in Sydney and Newcastle. Elsewhere increases were noted. 


REIA emphasised the need to qualify its data. Firstly, regarding rent levels, four points were 
made: 


(i) “ .. the rentals of unlet properties are likely to be higher than weekly rents of occupied 
dwellings where the market trend is to increasing rentals. Thus, the data may overstate 
typical rentals of let dwellings . . ? 


(ii) “ .. rent level data is grouped and information on rent level movements may only be 
obtained regarding changes in typical groups, not regarding smaller variations in rent levels 
> 


(iii) ‘ . . data on rents of more than $100 was not surveyed in detail until February 1982. Thus 
little comparative data is available on rent level movements at higher prices. This 
particularly affects information for houses in Sydney .. ? 


(iv) “.. the data depends on the number of unlet dwellings reported. The fewer rental 


dwellings there are available, the smaller is the sample . . - 


Secondly, the REIA reports discuss the coverage of their survey. The vacancy and letting rates 
are calculated on the basis of the total rent roll of member participants in each city. During 1981/ 
82 and 1982/83 average rent rolls were as follows: 


1981/2 1982/3 1981/2 1982/3 
Sydney 11,080 14,115 Canberra 2,590 2,512 
Melbourne 15,930 17,290 Newcastle 2,540 2,554 
Brisbane 1,910 2,156 Geelong 1,170 1,097 
Adelaide 2,630 2,865 Gold Coast n.a. 1,610 
Perth 4,670 4,859 


REIA calculated that these each represented 10 per cent of the total number of dwellings ‘in 
the professionally managed private rental market’. Professionally managed properties, REIA 
claimed, form approximately two-thirds of the Melbourne market, one half in Sydney and Perth 
and 25 per cent and 30 per cent respectively in Adelaide and Brisbane. REIA members in 
Brisbane and Adelaide have fewer and smaller rent rolls than members in Sydney, Melbourne 
and Perth where many manage over 200 properties. REIA members who participate in the 
survey provide monthly reports which also cover enquiries for rental accommodation, letting 
time, ability to satisfy demand and dwellings in demand. During 1981/82 and 1982/83 the 
average number of reports was as follows: 


1981/82 1982/83 1981/82 1982/83 
Sydney 40 57 Canberra 10 12 
Melbourne 49 51 Newcastle 23 23 
Brisbane 20 22 Geelong 7 11 
Adelaide 31 53 Gold Coast n.a. 22 


Perth 19 19 
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In Sydney and Melbourne typical participation by area was as follows: 


Sydney 1981/2 1982/3 Melbourne 1981/2 1982/3 
City and Eastern City and inner 

Suburbs 5 10 East 10 16 
North Shore 16 15 Bayside 8 8 
Inner West 12 9 South-East 19 15 
Canterbury/ East 34 32 

Bankstown 14 1] North-East 6 8 
Manly/Warringah 12 10 North 4 3 
Northern 

Districts i 8 North-West 6 18 
Paramatta and West 13 —- 

Wests 5 13 
Liverpool and 

Southwest 5 7 
St George/ 

Cronulla 24 17 

100% 100% 100% 100% 


(b) Comments 

REIA’s annual reports are based on the monthly returns of some members, representing part 
of the ‘professionally managed’ sector of the private rental sector. REIA also publishes 
newsletters, entitled ‘Market Facts’, separately each month for Sydney, Melbourne, Perth, 
Adelaide, Brisbane, Canberra and, more recently, quarterly for Newcastle and the Gold Coast. 

As the number of participants in each city varies monthly and the proportion of total rental 
stock covered also varies, this data is not comparable, strictly speaking, from month to month. 
Nor can we assume that a similar cross-section of reporting membership geographically or over 
time. REIA data, therefore, can be indicative but should not be treated as authoritative survey 
data. Participating members give estimates of levels of enquiry, listings and finance and draw 
other information from their records. 

Any time-series analysis, based on this data, therefore, is only illustrative of the informed 
estimates of a changing cross-section of REIA’s members, though it should be noted that many 
members have participated regularly and conscientiously over a period of years. Variations from 
month to month, however, can reflect changes in the composition both of participating 
members’ actual activities and also of subjective evaluations of market relations. 

REIA annual reports and ‘Market Facts’, therefore, should be treated as informed commentary 
by a professional organisation with clear interests in the operations of the private rental market. 
Real estate agents are likely to vary in their objectivity regarding changes in the market, and may 
well have a particular interest in encouraging certain trends. They are certainly not likely to 
define rent level increases as a problem: indeed, they tend to see rent stability as more of a 
problem. 

Regarding the data base for REIA annual reports, we should note that the estimate of the 
‘professionally managed’ component is based on an ABS survey carried out in August 1980. 
REIA derives its estimate from Table 9 which gives estimates of the number of households 
paying rent to real estate agents and private landlords.? The REIA ratio comes from expressing 
the number paying to real estate agents as a percentage of the total. Any estimates based on this 
are, indeed, ‘approximate’, particularly as the numbers involved are subject to considerable 
standard error; at least 3 per cent for Sydney and Melbourne and more like 10 per cent for 
Adelaide, Brisbane and Perth. In failing to emphasise this point, REIA may unintentionally lead 
others to believe that their estimates are based on hard data. (They are not, and the data is 
actually rather soft.) We must emphasise the variability of the ‘professional/non-professional 
ratio’, however, as the difference between Melbourne and Sydney on the one hand, and the other 
State capitals on the other, is probably too great to be explained by sampling error. 
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It is important to note that REIA does make it clear that its reports and newsletters are based 
on its members’ participation in its own data collection exercise. It is perhaps unfortunate that 
the term survey is used, as this can conjure up, to the uninformed mind, a picture of rigour and 
representativeness. Instead the REIA survey comes closer to one definition of the term in the 
Concise Oxford Dictionary: ‘general view, casting of eyes or mind over something’. The REIA 
survey is likely to be more accurate on some things than on others. Vacancy rate data should be 
quite good as it reflects actual numbers of unlet property, albeit only on participating members’ 
rent rolls. Estimates of levels of enquiries, by contrast, are extremely subjective. Estimates of 
rent levels probably fall somewhere in between in terms of reliability. REIA’s reports do not say 
much about that part of the private rented sector that its members do not operate within, and 
hence the extent to which its view is a partial one. 

It is worth noting that the same ABS survey, which provided the estimates for the REIA’s 
estimates of levels of professional management, indicated some other interesting aspects of the 
relationship between the ‘professionally managed’ sector and the rest of the private rental 
market. Firstly, rent was paid to real estate agents by 45 per cent of tenants (household heads, 
excluding public tenants and tenants of employers). We should remember, of course, that not all 
real estate agents are REIA members. Indeed, from discussions both with reputable agents and 
tenants’ groups it is clear to me that most of the ‘bad’ agents are not REIA members. Whether 
we should include such types within the professionally managed subsector may be open to 
considerable doubt. The other 55 per cent (approximately) of households pay rent to diverse 
private landlords. These, like the real estate agents, were neither evenly distributed nor were 
their interests necessarily the same as real estate agents. Real estate agents were more likely to 
collect rent in capital cities than in other areas, especially for flats and units. In other areas real 
estate agents collected only one-third of rents and private landlords had a much greater direct 
involvement with houses. Indeed, the main difference could be between Sydney and Melbourne 
on the one hand and everywhere else on the other, as real estate agent activity is concentrated in 
these two major metropolitan areas. 

Secondly, real estate agents collect generally higher rents than those paid directly to private 
landlords. This partly could be because real estate agents are more likely to manage property for 
owners who are highly geared investors rather than long-term capital protectors; that, at least, 
was suggested to me by property owners’ association members and real estate agents. 

Thirdly, if we include households which are tenants of the household head’s employer within 
the private rented sector, then the proportion managed by real estate agents declines further. The 
same ABS survey gave a total of 63,200 such households in 1980: this may have been an 
underestimate when considered beside the 1976 census figure of 96,000. Some, of course, are 
tenants of various government departments or ‘quangos’, but we do not know how many. Others 
are caretakers of large buildings, most of the rest would be engaged in primary industry. 

Real estate agents, then, are involved most in capital cities (especially Sydney and Melbourne) 
and in the investor-oriented flat and unit subsection of the private rental market. REIA’s data 
and analyses should be invaluable for any study of private renting, if used sensibly, as REIA 
members are closely involved in the day-to-day operation of part of the sector. Their local bases 
and experience make them highly expert analysts of real estate in their respective turfs. 

Part Two examines the major cities covered by the REIA survey before moving onto overall 
conclusions in Part Three. 


PART TWO: CITY CLOSE-UPS 
1. SYDNEY 
(a) REIA reviews 

Demand rose to January 1981, and subsequently decreased before peaking again in January 
1982, steadying over the summer with an increase in unsatisfied demand. Half of the demand 
was for flats and units between 1980 and 1982. During 1982/83 there was lower demand, albeit 
peaking in January, with fewer enquiries reported. Over half of the survey participants reported 
an ability to satisfy demand. An increased demand for houses was reported. 

Vacancy rates reflected demand changes. They fell from 3.5 per cent in mid 1980 to 2 per cent 
at the end of the year, rising to 3 per cent by mid-1981 and falling to 2 per cent a year later. The 
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rate peaked to 3.8 per cent in September 1982 falling to 2.6 per cent in June 1983. The moving 
annual vacancy rate increased from 1.9 per cent in the year ending June 1982 to 2.9 per cent in 
the year ending June 1983. 

Over the three-year period the letting rate fell slightly and levelled off; averaging 4.0 per cent 
during 1982/83. There was an increase reported in the time taken to let vacant properties: during 
1981/82 a third of participants typically let property within one week, but this fell to 12 per cent 
during 1982/83. 

Rent levels varied both geographically and over time. During 1980/81 rents were stable in 
Parramatta and the western suburbs but rose rapidly in the city, eastern and western suburbs 
where demand was greatest. On the basis of the most common rental categories for both unlet 
and let properties, the REIA indicated overall rent stability after 1981 with slow rental increases: 


For the June quarter 1983, the most common rental category for unlet units or flats (was) 
$60.00 to $70.00 per week. The median price was $78.40. The model category for three 
bedroom houses in Sydney was $90.00 to $100.00 a week. Rentals ranged from $70.00 to over 
$180.00 a week with a median recorded rental of $116.20. 


(b) Comments 

The overall picture painted was one of stability, relatively modest demand and slow growth in 
rents. This contrasted enormously with most ‘popular’ accounts of private rental housing in 
Sydney and, in particular, made no reference to groups experiencing hardship or failing to gain 
access. The REIA account conforms with the descriptions given to me by individual REIA 
members but stands in very stark contrast to the impression gained from talking to 
representatives of state government departments and tenants’ organisations. 

The canvas may be too broad. Sydney, after all, comprises about one-quarter of all Australian 
private tenants and REIA’s summaries should not be expected to give an adequate account of 
internal variations. The REIA is certainly aware of such diversity. For example, the June 1982 
issue of ‘Market Facts’ for Sydney noted both a ‘slackening in rental market activity’ and strong 
demand for ‘particular types of property in lower rent ranges in some areas’. This indicates the 
co-existence of low effective demand with high unsatisfied need. To put it in English: it can be 
difficult to let expensive rental properties whilst poor people have great difficulty finding 
somewhere they can afford. The mortgage and rent relief scheme has revealed massive hardship 
amongst Sydney (and other New South Wales) renters: no sense of that (selective) crisis comes 
through from the REIA reports. 


2. MELBOURNE 


(a) REIA reviews 


Demand in Melbourne was high throughout the three-year period, peaking in January each 
year. The proportion of participants able to satisfy demand never exceeded 25 per cent. Most 
demand was for houses, though demand for flats and units increased from 20 per cent during 
1980/81 to 40 per cent during 1982/83. 

Vacancy rates were correspondingly very low, with the moving annual vacancy rate slowly 
increasing to 1.4 per cent by June 1983. Few additions were made to property managers rent 
rolls. Most vacancies were units and flats (up to 80 per cent). Half of the survey participants 
could let property within a week in 1980/81 and this level of activity continued to 1982/83 when 
40 per cent of vacant property was let within one week and another 50 per cent within two 
weeks. The letting rate was stable at 3.3 per cent for 1981/82 and 1982/83. This was 
‘considerably lower than the other cities surveyed’ (i.e. showing longer tenancies). 

Rent levels increased rapidly during 1980-81 especially in inner-city areas and for houses. 
Three-bedroom furnished houses in the inner city ‘had rent level increases to the order of nearly 
50 per cent during the year’. The ‘most common rental category of unlet units and flats’ was 
$70-$80 in 1981/82, having ‘increased sharply over the past year’. Rent levels for houses were 
also still going up. The rate of increase eased during 1982/83 when the most common unlet 
category of units and flats was $60-$70 with a median of $72.80. Three-bedroom houses ‘ranged 
from $50 per week, to over $180.00’ with a June quarter median of $102.50. 
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(b) Comments 


Melbourne appeared to exhibit very high demand, limited supply, slow turnover and 
continual rent increases. The rent levels of unlet properties in 1983 were similar to those in 
Sydney, which could be an indication that rents were catching up. As in Sydney, however, the 
REIA gave no sense of a problem for tenants or would-be tenants. If letting property were as easy 
as the REIA indicated then clearly households on low, insecure and/or fixed incomes, especially 
the unemployed, would be unlikely to be getting easy access to accommodation. There was 
certainly no sense of problems for owners of or investors in rental property. 

How representative are REIA’s members in Melbourne? The ABS survey indicated that they 
managed 60-70 per cent of private rental accommodation in the city and that average rents paid 
to them were virtually the same as rents paid directly to private landlords. Survey participants 
had rent rolls totalling over 17,000 properties during 1982/83 compared to an ABS estimate of 
129,000 households paying rent to real estate agents in 1980. They had a wide geographical 
coverage. Overall, then, they should be reasonably representative, though, as in Sydney, we do 
not get much insight into variations within the metropolitan area after 1980/81. 


3. BRISBANE 
(a) REIA reviews 


Demand was strong from 1980 through to the end of 1982 with most enquiries for houses 
rather than units or flats. After February 1983, however, demand eased considerably and 
stabilised at much lower levels. Even so, nearly 80 per cent of participants were unable to satisfy 
demand. Supply was very tight with the reported vacancy rate dropping to | per cent during the 
first half of 1981 and staying at, or below, that level until the second half of 1982. The moving 
annual vacancy rate for the year to June 1982 was 0.8 (compared to 1.8 a year before) but by June 
1983 had risen to 1.7. 

During 1980/81 the letting rate was 6.6 per cent indicating short average tenancies of 16 
months; this rate then fluctuated between a low of 5.1 per cent in August 1981 and a high of 8.1 
per cent in April 1983. Most vacancies were let within one week throughout the period. 

Rent levels were reported to have increased throughout 1980/81 after which time the very low 
level of availability of rental accommodation made it difficult to estimate rents. Even so ‘the very 
small number of unlet properties, together with comments made by participants’ indicated rent 
rises during 1981/82 and 1982/83. 


(b) Comments 

The rental market appeared tight in 1980/82 but there was little hard data to go on. The ABS 
Survey showed real estate agent activity to be relatively low in Brisbane compared to Sydney and 
Melbourne so REIA reports are likely to be a less reliable guide to the overall market than in 
Melbourne and Sydney. The picture of continuing shortages and rising rents, however, was 
confirmed by my meetings in Brisbane. Recent trends are less clear as property owners and 
agents told me of difficulty in letting property during mid/late 1983. That, however, may be 
because poorer tenants simply cannot afford even relatively modest rents. 


4. ADELAIDE 
(a) REIA reviews 


Demand was high over the three-year period with most respondents unable to meet demand. 
During 1982/83 there were fewer reports of increased demand, suggesting ‘some easing in a tight 
market’. Over 80 per cent of enquiries were for houses rather than for units or flats. 

The vacancy rate started low, got lower and stayed about | per cent until March 1983 when it 
began to rise. About 2 per cent of new rental stock was added during 1981/82 and 1982/83. 
Units and flats during 1981/82 and 1982/83 comprised 63 per cent of unlet stock and 77 per 
cent of unlet properties were unfurnished. 

Adelaide had a high letting rate. In 1980/81 it was 7.2 per cent. It fluctuated during 1981/82 
before falling to 5.7 per cent in 1982/83. Most vacancies were filled very quickly, hence, in 1981/ 
82 and 1982/83: ‘Adelaide has the highest proportion of reports of vacancies of less than a week 
amongst all cities surveyed.’ 

Rental data was restricted due to the small number of vacant properties available. During the 
period rent increases were noted especially for houses. 
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(b) Comments 

Adelaide appeared to be similar to Brisbane in terms of data reliability. Even so, it appeared to 
be a tight market with few signs of easing. We have no reason to suppose that rents were not 
increasing. My meetings in Adelaide suggested that rent increases are fairly recent phenomena, 
though there are clear signs of very rapid rent increases, particularly in inner areas, and of 
worsening problems of access for poor households. 


5. PERTH 
(a) REIA reviews 

Strong seasonal variations were noted throughout the three-year period, with houses typically 
most in demand. If anything, the pressure overall appeared to be easing during 1983. 

Vacancy rates were quite high, varying between 2 and 4.5 per cent, mostly for units or flats of 
which 55-60 per cent were unfurnished. Letting rates fluctuated from 7.0 per cent, falling and 
then rising again during 1981 to a peak of 9.4 per cent in January 1982, then down to 4 per cent 
in February 1982. There was more stability during 1982/83 with smaller fluctuations around an 
annual average of 6.5 per cent. Of vacancies in that year 59 per cent were of 1-2 weeks; 23 per 
cent were let within one week compared to 52 per cent the previous year. Rents rose during 
1981, with three-bedroom unfurnished houses at $65 and two-bedroom unfurnished units/flats 
at $50. Rents increased again during 1981/82 with the median flat/unit rental class $50-$60 and 
the median house class $80-$90 compared to $60-$70 the previous year. During 1982/83 there 
were slight increases, the median unit rental went up from $62-$64 and houses from $78-$81. 


(b) Comments 

Again, relatively small proportions of stock were managed by real estate agents and their 
management was concentrated in the flat/unit sub-sector. The impression is of a much less tight 
market than elsewhere and this was also my impression from field work in Perth. As elsewhere, 
however, this must be qualified by the comment that things are easier for those who can afford to 
rent—not necessarily easy for those on low/fixed incomes. 


6. CANBERRA 
(a) REIA reviews 

Demand was quite strong during 1980/81 and early 1982 but then began to increase much 
more strongly after January 1983 when ‘100 per cent of reports indicated stronger demand’. 
Most demand was for houses though the demand for units and flats doubled from 16 per cent in 
1981/82 to 32 per cent in 1982/83. 

Vacancy rates have been falling consistently albeit with some seasonal fluctuations. In 1981/82 
and 1982/83 some 54 per cent of vacancies were units and flats; 59 per cent of reported vacancies 
were unfurnished. 

Letting rates fluctuated around 6 per cent. The time taken to fill vacancies was reduced most 
markedly during 1982/83 when 70 per cent of respondents reported vacancies of less than one 
week. 

Rent levels rose marginally during 1980/81 and increased more during 1981/82. The most 
common rental category at the end of 1982 was $50-$60 compared to $40-$50 the year before; 
median rents had also increased by $10. During 1982/83 the vacancy rate was so low that reliable 
estimates could not be attempted for rent increases. Even so, median vacant rental of two- 
bedroom units in April was $73.50—virtually no vacancies were recorded after April. Whereas 
three-bedroom house rentals were $84 during the June 1982 quarter, for 1983 almost no vacant 
houses were reported, and of the few vacancies noted, only one was for under $90 a week’. 
(b) Comments 

Local knowledge suggests that this is an accurate reflection of a very tight and tightening 
market. How much this has been affected by Queanbeyan City Council’s effective ban on flat/ 


unit construction is uncertain—but it may be relevant. We do not know the proportion of rental 
stock managed by real estate agents within the ACT. 
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7. REGIONAL CITIES (for 1981/82 and 1982/83 only). 
(a) REIA reviews 


(i) NEWCASTLE reported moderate demand declining during 1982/83. It had an increasing 
vacancy rate averaging 3.8 per cent in 1982/83; two-thirds of vacancies were units/flats and a 
similar proportion were unfurnished. Nearly 60 per cent of properties were let within one week. 
No useable rental data was available for Newcastle. 

(ii) GEELONG had a tighter rental market with increasing demand which most participants 
were unable to satisfy during 1981/82 though there was some easing of the situation in 1982/83. 
Most demand was for houses though the proportion of requests for flats and units rose from 6 
per cent to 27 per cent during 1982/83. 

Vacancy rates were very low, around 1 per cent in 1981/82 but with no vacancies reported in 
June 1983. Around 60 per cent of vacancies were units, mostly unfurnished. The letting rate fell 
from 7.8 per cent in 1981/82 to 5.1 per cent in 1982/83, though virtually all vacancies were let 
within one week. No useable rental data was available for Geelong. 


(iii) During 1982/83 the GOLD COAST had low demand with most vacancies comprising 
units. In the long-term market (i.e. as opposed to holiday lets) vacancy rates varied between 13 
and 16 per cent. The letting rate was very high, around 10 per cent showing shorter tenancies. 
In January most vacancies were between 1-2 weeks, in April typical vacancies were more than 2 
weeks. Again there was no rental data. 


(b) Comments 


The REIA reports can only supply a fairly superficial overview of three very different housing 
markets. Newcastle, despite appearing easier than Geelong, is still much tighter than the Gold 
Coast. There is no evidence of substantial over-supply in the first two cases and it appears fairly 
easy to let any vacant property in either. 

We do not have any data on the proportion of rental accommodation let by real estate agents in 
any of these three cities. 


PART THREE: CONCLUSIONS 
(a) Private Rental Trends 


In September 1982 the REIA gave a paper at the Australian Housing Conference titled 
‘Conditions in Private Rental Markets’. This was prepared by REIA’s National Secretariat and 
owed much to the work of Ms Lyn Spillman, their research officer. Based largely on REIA and 
ABS surveys that paper attempted to summarise changes since 1978, analyse processes of change 
and make some predictions. 

The summary of changes included the following: 


(i) “© .. most rental markets have tightened considerably. In the shorter term, between July 
1980 and June 1982, dwellings were vacant for shorter periods and fewer vacant dwellings 
were available in all cities. . . . In the longer term, between 1978 and 1982, availability fell 
in all cities except Sydney’; 

(ii) (referring also to CPI data) average weekly earnings rose faster than rents between 1978 and 
1982. Two important qualifications were noted: first, earnings were based on employed 
male units, second, young and poor groups would have much lower incomes. Even so, 
rental costs were outstripped by earnings, with more rapid rent increases from 1980-82 
‘when a sharp decline in the availability of rental housing has also been seen’; 


The analysis of processes of change emphasised the following: 


(i) Supply is mainly from ‘small investors with small holdings’ who are ‘often individuals 
using their assets in a familiar field, or renting because they wish to retain ownership of a 
dwelling rather than sell it’; 

(ii) Investment in rental housing remains viable when capital gains are highest and that “ . . at 
least some of the tightening of markets in Australia may be attributed to the little incentive 
that has existed recently for small investors to become landlords’; 

(iii) “The predominance of home ownership in Australia does not only affect the supply of 
private rental accommodation. It also determines the type of demand in the private rental 
sector’; 
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(iv) There are three identifiable groups of tenants: younger households, the poor (not in welfare 
housing) and mobile housholds. Of these, the poor have grown most noticeably, but also 
rapid growth in Sydney house prices compared to elsewhere might increase rental demand 
from mobile households. There will be falling relative demand from young households 
(based on ABS population projections); 

(v) Most recently, falling availability of home purchase finance and a high level of immigration 
1981/82 increased rental demand, though these were offset by help to first time buyers. 
The ‘high cost of investment finance’ however ‘has deterred a number of investors’. 


Others, ‘who were required to roll-over their finance ... may have sold their rental 
properties. The general down-turn in dwelling construction will further reduce supply 
overall; 


(vi) ‘A major problem in commenting on the supply aspects of private rental accommodation is 
the lack of information on the criteria used by investors in the private rental market’. 


REIA concluded that private rental markets would remain tight, demand would remain at 
above its present level and that there was ‘little possibility of a significant increase in the supply 
of private rental accommodation in this time frame’. Hence ‘there will be upward pressure on 
rent levels’. 

On the basis of subsequent REIA surveys these conclusions hold up as does the prediction 
about pressure on rents. One point, about the relationship between capital gains and rent levels, 
led to the prediction that Brisbane’s vacancy rates would increase by mid-1983: the REIA did 
indicate higher vacancy levels for Brisbane during 1983. However, vacancy levels also increased 
in Sydney which did not experience Brisbane’s house price inflation. The cause-effect 
relationship, therefore, remains unproven. 

Overall, then, REIA argued that tightening markets reflect increasing demand, exceeding 
static (or in some cases falling) supply and a lack of adequate profit levels to stimulate more 
provision. The lack of adequate profitability, REIA suggested, is caused by the combination of 
relatively low capital gains, high interest rates and rents not making up the difference. While 
alternative investment opportunities present better options for overall investors REIA did not 
expect any significant increase in supply. 

The REIA did not suggest policies in its September 1982 paper, nor did it make policy 
proposals in its annual reports. Basically it sees the problem as one of insufficient inducement to 
investors; N.B. no distinction is made between investment in the existing stock and the 
development of new rental accommodation. Whilst the REIA demonstrates that new rental 
accommodation can come about through purchase of previously owner-occupied dwellings, this 
is implicit rather than explicit. 


(b) The usefulness of the REIA material 


REIA’s annual reports are extremely valuable for two reasons. Firstly, they contain continuous 
informed commentary on the sector which generates insight into variations between cities as well 
as overall processes of change. Secondly, they provide clues about the REIA itself and its 
members—how they define and understand the private rental sector. The REIA 1982 paper is a 
good summary of recent developments and raises a number of important issues. 

The use of REIA material, however, requires qualification. The ‘survey’ is not as systematic as 
some people assume, their figures on rent levels, for example, can never be fully reliable: their 
data is indicative not authoritative. REIA’s data only cover the ‘professionally managed’ 
component of private renting and even then it is only a partial coverage; some important places 
are not covered at all and there is no analysis of renting outside of major centres. The REIA 
paper contains some rather contentious arguments about sub-markets, the relationship between 
renting and home ownership and concedes how little is known about investors’ motivations. 

What we get from these reports and the paper is a series of informed insights, hypotheses 
which require further testing and suggestions about relationships involved in private renting. We 
also get an indirect picture of REIA as an organisation which is very concerned to provide a 
continuous analysis of private renting for its members and for the general public and which does 
Not, in its annual reports at least, express particular judgements about the market. It rarely 
discusses the social or distributional effects of changes in private renting, preferring to take an 
objective stance on issues. 
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What that objectivity does not open up is any discussion of the role of REIA itself, of the uses 
to which its survey is put and the effects of its survey work and data dissemination. 


NOTES 


(1) Iam grateful to Phil Roberts and Lyndal Lawless of the REIA for their assistance and advice 
and to Lyndal Lawless for comments on an earlier draft of this appendix. Neither they nor 
the REIA, however, are responsible for this appendix. 

(2) excluding public tenants and tenants of employers. 
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APPENDIX 2: 


Rental Subsidy or Public Housing? 


Chris Paris 


TABLE 17: MINIMUM WEEKLY RENTAL SUBSIDIES REQUIRED TO 
REDUCE PRIVATE TENANTS’ EXPENDITURE TO 20 
PER CENT OF HOUSEHOLD INCOME, AUSTRALIA 1981 ™ 


Income 
Group 
(3) 


115 


116-192 


193-288 


289-423 


TOTAL 


20 per cent 
of maximum 
income 


(5) 
23 


38 


58 


85 


Number of 
Households 


2450 

3150 
12600 
38150 

3800”) 


2650 
4650 
18700 
44950 


6350 
10950 
40750 


8000 
10000”) 


241350 


Rent 
Range 
(3) 


100+ 
80-99 
60-79 
40-59 
20-39 


100+ 
80-99 
60-79 
40-59 


100+ 
80-99 
60-79 


100+ 
80-99 


Minimum Rebate Total 
per Household (000s) ” 
(3) 
77 188.7 
57 179.6 
37 466.2 
17 648.6 
8.500) 323.0 
1806.1 
62 164.3 
42 195.3 
22 411.4 
2 89.9 
860.9 
42 266.7 
22 240.9 
2 81.5 
589.1 
15 120.0 
av.50) 50.0 
170.0 
3426.1 


' These are bare minimums: 20 per cent of income is based on the maximum income in each income range and 
rebates are based on the minimum rents of each rent group. With many household incomes—obviously being /ess 
than the maximum and many rents, by definition, being more than the minimum, then to maintain 20 per cent 
would include much higher levels of expenditure than those indicated here. 

2 The total comprises all households in the group multiplied by minimum rebate. Most, by definition, would need 
more than the minimum. 


3 Estimates. 


4 Representing annual expenditure of $ 178m; actual rebates would have needed to have been at least $10, on average, 
above the bare minimum representing a weekly cost of $5,839,600 and annual cost of $304m; for households on 


incomes up to $192 the annual bill on this basis would be $192m. 


Source: 198] Census 


90 


RENTAL SUBSIDY OR PUBLIC HOUSING? 91 


TABLE 18: MINIMUM WEEKLY RENTAL SUBSIDIES REQUIRED TO 
REDUCE PRIVATE TENANTS’ EXPENDITURE TO 20 PER 
CENT OF HOUSEHOLD INCOME, NSW 1981 “ 


20 per cent 
Income of maximum Number of Rent Minimum Rebate 
Group income _—_ Households Range per Household Total 
(8) (8) (7000s) (5) (8) (8) 
115 23 1150 =100+ 77 88.6 
1950 80-99 57 111.2 
6700 60-79 37 247.9 
13200 40-59 17 224.4 
7000 20-39 av.8.50 59.5 
731.6 
116-192 38 1300 100+ 62 80.6 
3000 80-99 42 126.0 
9800 60-79 22 215.6 
14300 40-59 2 28.6 
450.8 
193-288 58 3350 100+ 42 140.7 
7350 80-99 22 161.7 
21300 60-79 2 42.6 
345.0 
289-423 85 4700 100+ 15 70.5 
8500 80-99 av.5 &) 42.5 
113.0 
TOTAL 103800 1640.4 


1 These are bare minimums: 20 per cent of income is based on the maximum income in each income range and 
rebates are based on the minimum rents of each rent group. With many household incomes—obviously-being Jess 
than the maximum and many rents, by definition, being more than the minimum, then to maintain 20 per cent 
would include much higher levels of expenditure than those indicated here. 

2 The total comprises all households in the group multiplied by minimum rebate. Most, by definition, would need 
more than the minimum. 

3 Estimates. 

4 Representing annual expenditure of $85M; as actual rebates would have been higher, adding $10 per week results 
in weekly expenditure of $2,678,400 and annual expenditure of $139M. At $40,000 per house/land package that 
would have represented the equivalent of 3,480 houses; at $30,000 per house/land package it equals 4,630 houses. 


Source: 198] Census 


Taking the data for New South Wales set out in Table 18 we can do some ‘back of the 
envelope’ calculations of the costs and benefits of different policy options. Annual necessary 
expenditure on rent rebates was estimated at $85m. As rebates in practice would have been 
higher we could add $10 per week per head to give an annual cost of $139m. At $40,000 for a 
house/land package that would generate 3,480 houses. What are the effects, over time, of 
subsidising private rents compared to public housing construction? Let us assume rents of $50 
per week are received starting in the year after contruction and that interest can be earned at 
10%. 
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OPTION I 
Private Sector Relief 
YEAR ONE 
Public Expenditure 
$139m 
Public Income 
nil 
YEAR TWO 
Public Expenditure 
$139m 
Public Income 
nil 
YEAR THREE 
Public Expenditure 
$139m 
Public Income 
nil 


OPTION 1 
Public Housing 


$139m 


3480 (unencumbered) houses 


$139m 


(i) 3480 houses 
(ii) rent: $9m (on 3480 houses) 


$139m 


(i) 3480 houses 
(ii) rent: $18m (on 6960 houses) 
(iii) interest on rental income from Year 
2: $0.9m 


After Year Three alternative public sector options become interesting. Over the next three 
years: option (a) continues as before, but option (b) invests the capital accumulated in rent and 
interest in additional construction. N.B. the additional expenditure in (b) is self-generating. 


YEAR FOUR 
Public Expenditure 
$139m 
Public Income 
nil 
YEAR FIVE 
Public Expenditure 
$139m 
Public Income 
nil 
YEAR SIX 
Public Expenditure 
$139m 
Public Income 
nil 


(a) $139m 
(b) $139m + $27.9m 


(a) (i) 3480 houses 
(ii) rent $27m (on 10,440 houses) 
(iii) interest on $27.9m: $2.8m 
(b) (i) 4180 houses 
(ii) rent $27m (on 10,440 houses) 


(a) $139m 
(b) $139m + $27m 


(a) (i) 3480 houses 
(ii) rent $36m(on 13,920 houses) 
(iii) interest on $57.7m = $5.8m 
(b) (i) 4160 houses 
(ii) rent $38m(on 14,620 houses) 


(a) $139m 
(b) $139m + $38m 


(a) (i) 3480 houses 
(ii) rent $45m (on 17,400 houses) 
(iii) interest on $99.5m = $10m 
(b) (i) 4430 houses 
(ii) rent $49m (on 18,780 houses) 
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EVALUATION OF OPTIONS 


I 


I 


I Over 6 years would have cost $836m. It would have produced no income. It would have 
relieved tenants’ incomes so long as rents were not increased. 

I (a) Over 6 years would have cost $836m. It would have produced 20880 unencombered 
houses worth $836m, producing rental income of $54m, with an accumulated capital sum of 
$154.5m: if the accumulated capital were treated as income against cost the total cost is 
reduced to $681.5m. There would be 20880 fewer poor households dependent on private 
renting (20% of the 1981 total identified). There would have been negative pressure on 
private rents. More landlords, however, would have sold as their profitability further 
declined. Other tenants would have continued to pay large proportions of income in rent. 
(b) Over 6 years would have cost $836m. It would have produced 23210 unencumbered 
houses worth $928m, producing rental income of $60.3m during Year 7. There would be 
scope for self-financing cost-covering expansion at an increasing rate. There would be 23,210 
fewer poor households dependent on private renting (22% of the 1981 total identified). There 
would have been greater negative pressure on rents though landlords would have had greater 
incentive to disinvest. Other tenants would have continued to pay large proportions of 
income in rent. 


— 


